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AMCRECO TREATMENT 


Increases 


Pole Life Expectancy 






In the last quarter of a century, through 
continuing research, the service life expect- 
ancy of Amcreco Creosoted products has been 
greatly extended. Refinements and improve- 
ments in our basic process of creosoting 
under pressure mean longer pole life with 
greater strength throughout the life of the 
pole. Amcreco pressure treatment has made 
possible longer spanning with new econo- 
mies in maintenance and construction. Take 
advantage of our nearly half a century of 
experience. Any of our conveniently located 
sales offices will be pleased to go over your 
requirements with you. 
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11 BeW Boilers 
help OVEC supply 


15 BILLION 
KWHRS 
OF POWER 












Eleven B&W Boilers of the type shown here will generate steam 
at the two new plants which will supply all electricity required 
for the great atomic production center known as the Portsmouth 
Area Project. It is the largest and perhaps most significant single 
undertaking in the history of the electric utility industry. 
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Clifty Creek Plant near Madison, Indiana, is scheduled for completion 


by the Spring of 1956. Unit No. 1 began delivering power in late Jan- 
vary 1955. The Clifty Creek Plant will be owned, operated and 
maintained by IKEC. Its six units will have a total capacity of 
1,200,000 kw—20 per cent larger than the Kyger Creek Plant. Ameri- 
can Gas and Electric Service Corp. is the plant design engineer. 


Once again America’s private electric companies have 
demonstrated their resourcefulness. By combining 


their knowledge, skills and resources, 15 prominent 
utilities have accomplished a job of tremendous pro- 
portions quickly and efficiently—a job which would 
have been too big for any one company to handle. 


By next year, two new power plants—now under con- 
struction as a result of cooperative planning by the 
15 companies comprising Ohio Valley Electric Corp. 
and its subsidiary, Indiana-Kentucky Electric Corp. 
—will be ready to supply more than the 15-billion 
kilowatt-hours of energy annually required for the 
process of uranium diffusion at the new Portsmouth 
Area Project. This huge block of power is greater 
than that used by New York City and is almost half 
as much electricity as is produced in all of France. 


A number of factors relating to fuel, transportation 
and transmission were responsible for the choice of 
sites—both on the Ohio River—for the two power 
plants needed to meet this great demand. Now par- 
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Kyger Creek Plant—to be owned, operated and maintained by OVEC—will have 


five units with a total capacity of 1,000,000 kw. Unit No. 1 began delivering power 
in late January 1955, a full month ahead of schedule. The last unit is scheduled 
for completion by early 1956. Sargent & Lundy of Chicago. is the design engineer. 


tially completed, Kyger Creek and Clifty Creek 
plants will eventually have a combined capacity of 
2,200,000 kw, and while Clifty Creek will be larger, 
the two plants will be similar. 


Kyger Creek’s five B&W Open-Pass Boilers will each 
produce 1,330,000 Ib of steam per hr at 2000 psi and 
1050 F, with reheat to 1050 F, and six B&W Boilers 
of the same type and size will furnish steam for kilo- 
watts at Clifty Creek. The utilization of high tem- 
peratures, high pressures and reheat at both plants 
will place them among the most efficient and eco- 
nomical in operation. Together with a comparatively 
low fuel cost, this high efficiency rate will hold down 
the ultimate cost of the power produced there. 


The choice of B&W Boilers and allied equipment 
for a project of this importance is an expression of 
confidence in B&W’s contributions to efficient steam 
generation through intensive research and develop- 
ment covering nearly a century. We will be glad to 
discuss your boiler needs at your convenience. 
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with the Coclitors 


i is a risky thing for any author or pub- 
lisher to venture a guess about the 
length of congressional sessions in these 
parlous times. For that reason, when the 
leading article in this issue, dated for 
March 17th release, bore the title of a 
**Mid-session Congressional Outlook,” the 
natural conservative reaction of the editor 
was to reach for his blue pencil. 


THEORETICALLY and logically, peace- 
time congressional sessions ought to be 
pretty well over with, by the end of June 
—when the fiscal year is completed and 
the newly enacted appropriations should 
be ready for spending. That would make 
the month of March a convenient midway 
viewing point. But, unfortunately, Con- 
gress has not always been so orderly about 
the progress of its work on Capitol Hill. 


THERE have been times when even ap- 
propriation bills have dragged well past the 
fiscal deadline of July Ist, requiring urgent 
deficiency appropriations, supplemental ap- 
propriations, and so forth. We still don’t 
pretend to know what the first six months 
of 1955 has in store for us in that respect. 
So, we go along with the author, simply 
as a matter of form and trust that he is 
somewhere near right when he speaks of 
March as mid-session. At least we have 
the consolation of that cynical observation 





T. N. SANDIFER 


to the effect that we can consider ourselves 
lucky we don’t get as much government 
as we have to pay for. 


Pets from this analysis of bills of in- 
terest to public utility companies so 
far introduced in the 84th Congress by 
T. N. SANDIFER, veteran Washington cor- 
respondent, we have a few observations of 
our own on how the session sizes up. One 
thing that impresses us is the refusal of 
President Eisenhower to be dragged into 
any acrimonious scrap with congressional 
leaders or members of Congress on either 
side of the aisle. Whatever the wisdom of 
his policy, his patience in the face of can- 
nons of criticism to the left and right of 
him has been exemplary. He has always 
made his recommendations with deference 
to alternative viewpoints. 


SoME critics of the administration are 
inclined to view this attitude as some evi- 
dence of weakness or uncertainty. Com- 
pared with preceding White House lead- 
ership, which was strong, if not actually 
obstinate at times, the Eisenhower man- 
ner toward Congress does seem a bit on 
the Alphonse-Gaston side. 


Bur the President himself has alwavs 
emphasized his respect for the constitu- 
tional emphasis on the independence of the 
three branches of our government. In leg- 
islative matters, it is Congress which must 
decide. It is for the President to propose 
and administer the result. Maybe this hark- 
ening back to original constitutional 
concept is a long-overdue change in 
White House conduct towards Congress. 
Chances are Congress will be able to fin- 
ish up the work of the first session just 
about as quickly under a President who 
says “please,” as under one who is given 
to more sensational comment. 


or a good while business leaders have 
been told time and again that they are 
not “getting through” to the vounger gen- 
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Designed to save time... 





INTERNATIONAL cab-forward 
RC-180 Series equipped with special line 
construction body with 4-man integral crew 
compartment. Famous Comfo-Vision cab. 
Choice of gasoline or LPG power. 
GVW ratings, 17,000 to 21,000 Ibs. 
Wheelbases, 112 to 172 inches. 










Built to sawe money 





and maintenance that have made INTERNA- 
TIONAL the heavy-duty sales leader for 23 
straight years. 


There’s nothing like cab-forward INTERNA- 
TIONAL models to cut the costs of service jobs 
requiring the transport of bulky equipment and 


a number of men. Call your INTERNATIONAL Dealer or Branch 


representative and ask for complete details on 
the model or models best suited to your needs. 


These short-wheelbase trucks, with their 
short turning radius, provide quick, easy ma- 
neuverability in narrow alleys, congested 
streets and other hard-to-get-around-in areas. 
They spend less time getting to the job and 
away from it—let your crews do more pro- 


INTERNATIONAL HARVESTER COMPANY e CHICAGO 





ductive work each day. 


And these INTERNATIONALS save you money 
further because they are built with famous 
INTERNATIONAL quality, Tough-Job engineer- 
ing and all-truck design. Because they have 
all the features for long life, low-cost operation 


WORLD’S MOST COMPLETE TRUCK LINE 


200 basic models from 12-ton pickups to 90,000 Ibs. GVW off- 
highway models, including six-wheel, four-wheel-drive, cab-for- 
ward, cab-over-engine and multi-stop delivery types . . . 32 en- 
gines from 108 to 356 hp., with widest choice of gasoline, LPG, 
or diesel power . . . wheelbases, transmissions, axle ratios for any 
need . . . thousands of variations for exact job specialization. 


International Harvester Builds MCCORMICK® Farm Equipment and FARMALL ® Tractors...Motor Trucks... Industrial Power...Refrigerators and Freezers 


Watch “The Halls of Ivy,” with Ronald Colman and Benita Hume, CBS-TV, Tuesdays, 8:30 p.m., EST 


INTERNATIONAL TRUCKS 


“Standard of the Highway” 
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PAGES WITH THE EDITORS (Continued ) 


eration. Opinion polls and intelligent sur- 
veys have repeatedly intimated that the 
younger generation does not know how or 
why business operates. \Worse than that, it 
does not seem to care very much. 


THAT is the more pessimistic view, iat 
any rate, which has bedeviled the public 
relations experts of many large and re- 
sponsible concerns, including those in the 
utility field. Open house parties and plant 
inspection trips for schoolchildren have 
therefore been recommended, among other 
educational projects, as a means of in- 
structing our future citizens on the impor- 
tant matter of how their bread is reallv 
buttered. 


Down in Baltimore, in recent vears, a 
variation of this approach has been prac- 
ticed. It starts out with the logical ques- 
tion of how the children can be expected 
to realize the importance or even simple 
operating facts about what makes the 
wheels turn if their teachers are not given 
similar opportunities. This is not to sug- 
gest that there is anything wrong with the 
academic training of those teachers. It is 
merely recognizing a factual situation; 
namely, that a career teacher is reared in 
environment apart from practical business 
operations. 


THERE is no more reason to expect that 
a teacher would become familiar with the 
economic problems of any particular busi- 
ness (no matter how important to the com- 
munity) than there would be to expect an 





ERNEST R. ABRAMS 


officer of that same business concern to 
become familiar with the problems of sec- 
ond-vear French or algebra classes. We 
all have our own duties to attend to, and 
time is quite limited for digging around 
in the other fellow’s garden, on our own 
initiative, just to broaden our scope of 
general information. 


\NnpD so, the Baltimore plan was to make 
it easy for the teacher to learn at firsthand 
something about the great business enter- 
prises which are part and parcel of that 
important east coast shipping metropolis. 
To aid in a better understanding of what 
the leading business enterprise means to 
that city, a brief postschool season instruc- 
tion week for public and private school- 
teachers was organized. Among those par- 
ticipating were the public utilities. JAMES 
H. Cotiins, California business editor 
and writer, in his article beginning on page 
302, tells how the Baltimore utility com- 
panies got together on this project of mu- 
tual concern to all business. 


pe 1948 the electric utility system of 
Great Britain has been taken over and 
operated by a central government author- 
itv. It functions under the control of the 
British Minister of Fuel and Power. It is 
probably the most recent example of a 
wholesale expropriation of a nation’s ma- 
jor public utility service. ERNesT R. 
ABRAMS, well-known American financial 
writer, has made a 5-vear check on the 
setup of the British electric system. In the 
first of this 2-part series, he tells us how 
the setup is organized administratively 
and financially. 


ie PORTANT decisions, preprinted from 
Public Utilities Reports, may be found 
in the back of this number. 


THE next number of this magazine will 
be out March 31st. 


TT Men. 
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Many executives who use 
today’s most advanced 
punched-card computer 

say...yes! 


Because . . .“It makes dozens of 
record-keeping decisions and calcula- 
tions every second”. . .“‘It figures out 
the complete story on our profit 
changes whenever we want it”. . .“It 
simplifies and solves our most com- 
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plicated payroll, production and bill- 
ing problems.” 

The Remington Rand Univac 120 
actually does replace routine human 
thinking. Take time-keeping for ex- 
ample. It arrives at pay hours while 
allowing for thousands of variations 
in shift time, pre- and post-shift time, 
lunch hours, etc.—checks its own re- 
sults—and flags obvious human re- 
cording errors. 


Does Univac 120 eliminate intelli- 
gence? Certainly not. But it does free 
your skilled personnel for creative 
thinking. Wherever you pay for cleri- 
cal chores that involve analyzing, 
classifying, making logical decisions, 
comparing and calculating .. . Univac 
129 electronic methods will earn their 
way Over and over in speed, accuracy 
and efficiency. Put it squarely up to us 
to show you how and where. 


@ 
ROOM 1378, 315 FOURTH AVE., N.Y. 10 Memingtorn. Mtand PUNCHED-CARD ELECTRONICS 
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Coming IN THE NEXT ISSUE 


* 


THE PUBLIC RELATIONS OF REGULATION 


Inflation is going to mean continued pressure for higher utility rates. it seems to be a 
fact, however, that the same people who pay unquestioningly double the prewar cost 
of many nonregulated commodities, including luxuries, fail to understand why utility 
rates should be advanced. This places a burden on the regulatory commissions which 
have the duty and responsibility of seeing that the public is supplied with adequate 
utility service, which only adequate rates can insure. How is utility regulation in the 
United*States meeting this test? The Honorable C. L. ''Roy'' Doherty, member of the 
South Dakota Public Utilities Commission, and last year president of the National Asso- 
ciation of Railroad and Utilities Commissioners, tells how and why our American system 
of public utility regulation is meeting a multiple challenge. 


COMPETITION: OUR BEST BET FOR GAS PRODUCTION 


The recent report of the President's Committee on Energy Supplies and Resources 
Policy raised a serious question as to whether the federal government (through the 
Federal Power Commission) should attempt to exercise regulatory control over the 
hitherto highly competitive industrial operation of natural gas production and gather- 
ing. This committee, composed of seven Cabinet officers and the Director of Defense 
Mobilization, definitely recommends that ''the federal government should not control 
the production, gathering, processing, or sale of natural gas prior to its entry into an 
interstate transmission line.’ What are the basic reasons why competition, rather than 
regulation, should be more desirable for the production phase of the natural gas busi- 
ness, in contrast with the transmission and distribution phases which have long been 
regulated? Professor Philipp H. Lohman, chairman, department of commerce and 
economics, of the University of Vermont, has made an objective inquiry into the rela- 
tionship of independent natural gas production to the public interest, particularly the 
consumer's interest. His article is persuasive on the point that competition is ‘our best 
bet for gas production." 


ELECTRIC POWER SUPPLY IN GREAT BRITAIN. PART Il. 


The recent British ‘White Paper’ shows that England is definitely in the race to perfect 
a practical commercial nuclear reactor to develop electric energy from atom power. 
In the beginning at least, Britain's increasing atomic weapons and power development 
program may well put a strain on her existing power facilities. In this second instalment 
of a 2-part series by Ernest R. Abrams, New York city financial writer and economist, 
an analysis of the postwar growth of the British electric power system is disclosed. It 
shows that economic conditions following the war and the need of exports have seri- 
ously delayed the British Electricity Authority's construction program in the first five 
years of nationalization and will continue to do so for the next few years. 


* 


Also - + « Special financial news, digests, and interpretations of court and com- 


10 


mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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To Master 
What Your 
Meter> 





The “One Step" 


Method of 


BILL ANALYSIS 


a ; Say! 





The service for faster, more accurate bill analyses in our office 
at a cost lower than in your own, is all described in 


detail in this new booklet. May we send you a copy? 


RECORDING 
& STATISTICAL 


’ 

1 

| RECORDING & STATISTICAL CORP. 

| 
CORPORATION | 

| 

! 

! 

i 


100 Sixth Avenue, New York 13, N. Y. 


Send a copy of the “One-Step” booklet to: 


100 SIXTH AVENUE NEW YORK 13, N. Y. 
NAME pial 








ADDRESS 








CITY. ann AONE STATE aan 
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“There never was in the world two opinions alike.” 


EDITORIAL STATEMENT 
The Wall Street Journal. 


Rosert S. ByFIELD 
Vew York financial commentator. 


GoopWIN J. KNIGH1 
Governor of California. 


BENJAMIN F, FAIRLESS 
Chairman of the board, United 
States Steel Corporation. 


Mark R. SULLIVAN 
President, Pacific Telephone & 
Telegraph Company. 


RAYMOND MOLEy 
Columnist. 


FRANK W. KLINGBERG 
Writing in the Los Angeles Times. 


Cie D. JOHNSTON 
President, Chamber of Commerce of 
the United States. 


JAMEs F, FaIRMAN 
Vice president, Consolidated 
Edison Company of New 
York, Inc. 


—MONTAIGNE 





“Ts it sound procedure for Washington to go deeper 
into debt because subdivisions of state governments can- 
not do so?” 

¥ 

“It appears we are still committed to an inflationary 
therapy for the curing of any real, fancied, or anticipated 
economic ills.” 

5 

“The United States cannot exist, as we know it, and 
love it, in a political system that is half state Socialism 
and half free enterprise.” 


¥ 


“Of all the segments in our economy, the investor 
performs one of the most vital functions and one which 
has been given the least public appreciation.” 


¥ 


“The real challenge to management is—how well can 
we make it work? I believe we need to better understand 
our business machine so that we can make it work 
better.” 

ad 

“A budget is a cash account of expected income and 
projected outlays. It is not an inventory of the country’s 
wealth. The Treasury and the nation are not identical. 
The Treasury acts as a paying and receiving teller: 
The nation is a proprietor.” 


+ 


‘“Mushrooming governmental bureaus are famous for 
the tenacity with which they hang on. Federal officials 
accustomed to the heady nectar of dispensing billions 
are loath to release the source of their power. As a 
consequence the public debt of the United States has 
skyrocketed.” 

¥ 

“We in the United States have already discovered 
that our present high-bracket income tax is not so much 
a tax on the rich as it is tax on the chances of the poor 
becoming rich. We are running a great risk of quietly 
becoming a socialistic nation through the back-door 
medium of confiscatory taxation that does things to a 
man’s spirit as well as to his pocketbook.” 


» 


“Some day we hope to buy [atomic] fuel elements 
from a commercial source just as we buy a ton of coal. 
We'll hand back the fuel to the same supplier for re- 
processing | removing the accumulated poisons that slow 
an atomic reaction after a while} after we are through 
with it—we don’t want to get into fuel processing any 
more than we want to get into research and develop- 
ment on reactors.” 
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Your wood-treater 
is a specialist in giving you 
pressure-creosoted poles 
that are both 
clean and long-lasting 





For years, pole buyers have known that the surest way to 
obtain maximum pole life was by specifying poles pressure- 
treated with Creosote. And with modern wood treating 
methods, they are getting clean pressure-creosoted poles with- 
out sacrificing service life. 


As a specialist in wood preserving, 
your treater has the up-to-date 
knowledge and the modern equip- 
ment needed to give you this desired 
combination of pole qualities. 

He selects sound trees for treating 
purposes and gives them careful 
handling before and after treatment. 
He uses a top-quality preservative 


During treating operations, he 
keeps all conditions under careful 
control. And as a final step, every 
pole is inspected to make sure it 
meets your specifications for treat- 
ment and cleanliness. 

With this experience and _tech- 
nique available to you, you can be 
sure of proved pole life and cleanli- 


like USS Creosote. ness when creosote is used. 


For outstanding results, make USS Creosote a part of your 
pole specifications. It is a top-quality product, produced 
under controlled conditions in United States Steel’s tar dis- 
tilling plants. For complete information, contact the nearest 
U.S. Steel Coal Chemical Sales office listed below or write 
directly to United States Steel Corporation, 525 William Penn 
Place, Pittsburgh 30, Pa. 


SEE THE UNITED STATES STEEL HOUR. It’s a full-hour TV program presented every 
other week by United States Steel. Consult your local newspaper for time and station. 


USS CREOSOTE © 


SALES OFFICES IN PITTSBURGH, NEW YORK, CHICAGO, CLEVELAND, SAN FRANCISCO AND FAIRFIELD, ALA. 
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REMARKABLE REMARKS—( Continued) 


JouN Mason Brown 
Drama critic and essayist. 


JoHN O'DONNELL 
Columnist. 


SYLVESTER L, WEAVER, JR. 
President, National Broadcasting 
Company. 


Paut G, HorrMAn 
Chairman of the board, Studebaker- 
Packard Corporation. 


MaBEL G. BLIss 
Resident, Fort Lauderdale, Florida. 


ARTHUR A. SMITH 
Vice president and economist, 
First National Bank, Dallas. 


NORMAN THOMAS 
Leading American Socialist. 


WESTBROOK PEGLER 
Columnist. 


TimotHy G. SUGHRUE 
President, Boston & Maine 
Railroad. 


AGNES E, MEYER 
Journalist and social worker. 


“How can we safeguard our nation from those who 
appeal to boorishness? We need officials on the states- 
man level.” 


¥ 


“Tf government runs the electric power for our lights, 
stove, and refrigerator, there’s no reason why our gov- 
ernment shouldn’t run the corner grocery and delica- 
tessen.”’ 

¥ 


“Consumption, rather than production, is the key to 
the American economy. If Americans had, remained 
satisfied with their living standards, the present level of 
economy would never have been attained.” 

* 

“We must make a living document of our Bill of 
Rights. We cannot do so unless we wrap our minds 
around the fact that our civil liberties can be vitiated 
by social pressure as well as by legal action.” 


¥ 


“Liberal big thinkers, in and out of government, would 
do well to remember their own limitations when they 
needle, nag, belabor, and abuse the only groups, provid- 
ing know-how in every American field of production.” 


¥ 


“Tt would do all of us good, if we raised our sights 
and took our bearings on a 1955 level and quit measur- 
ing ourselves in terms of 1929—or any other year whose 
circumstances are not comparable to the circumstances 
of today.” 

. 

“The advocacy of public power does not of itself make 
a Socialist, or the practice of it constitute a full program 
of Socialism. But, of course, the principle behind public 
development of power is socialistic, and it is rather child- 
ish to deny it. 


e 


“The federal government gives up nothing that it 
grabs in its clutches. The states for years, markedly 
since 1933, have been abandoning their rights as they 
defaulted their duties. Both rights and duties thus have 
been concentrated in Washington.” 


» 


“Examination of the facts will show we here in north- 
ern New England have done a remarkable job of pro- 
viding good transportation, despite financial and other 
obstacles, together with further hampering from long- 
outmoded governmental regulations, which have re- 
tarded progress on all railroads.” 


» 


“The federal government should not undertake what 
the states and localities can do better. But the federal 
government should do what it can do best and most 
economically, especially at a time when the tax structure 
so overwhelmingly favors the federal Treasury. If de- 
mocracy cannot be flexible enough to let efficiency and 
economy be its guide, then it loses the greatest advan- 
tage democracy possesses over the totalitarian state.” 
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Typical Users of 
Newport News Equipment 


PLANT LOCATION 
Boone Tennessee 
Buchanan Texas 
Caonillas Puerto Rico 
Chief Joseph Washington 
Clark Hill South Carolina 
Deer Lake Newfoundland 
Folsom California 
Fort Patrick Henry Tennessee 
Hiwassee Tennessee 
Hoover Nevada 
J. H. Kerr Virginia 
Jim Woodruff Florida 
Lower Salmon Idaho 
Norris Tennessee 
Rock Creek California 
Santee-Cooper South Carolina 
C. J. Strike Idaho 
Whitney Texas 
Wilson Alabama 
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General view of dam at Grand Coulee, built by the Bureau 

of Reclamation, which utilizes 18 Newport News turbines, 

the most powerful ever built. Nine are 150,000 h.p. units, and 
the other nine are rated at 165,000 h.p. each. 


in building 
Water Power Equipment 


Turbines designed and built for the world’s largest 
development at Grand Coulee...and for other 
hydroelectric installations in America and various parts 
of the world... bespeak the skill and facilities 

offered by Newport News. 


This trained organization has filled hydroelectric 
turbine contracts with an aggregate rated output 
of 7,000,000 horsepower. 


Other equipment designed and built by Newport News 
includes penstocks, pressure regulators, valves, pumps, 
gates and rack rakes. Upon request, a copy of our 
illustrated booklet entitled “WATER POWER 
EQUIPMENT” will be sent to you. 


Newport News 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 
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Steam lurbines 


World’s first disse-coupled ctoss-compound 
reheat turbine completes first year of operation, 
sets pattern for future power generation. 





ISCONSIN ELECTRIC POWER COMPANY’S first 

unit at its new Oak Creek Station has proven 
design features that open new possibilities for 
steam turbine development. One additional Allis- 
Chalmers unit of the same type is being installed, 
another is under construction. 

Close-coupled design makes a compact unit 
possible. It can be installed transversely or lon- 
gitudinally in the turbine room with minimum 
crane span and still stay within space limitations 
of the boiler. End result is a smaller building 
with smaller turbine foundation. The entire unit 
rests on a single foundation. With the shafts so 
close together, oil piping can be reduced to a 
single feed and single drain line for both high and 
low speed machines. Steam piping is short and 
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direct. A short “cross-under’’ carries steam from 
the intermediate pressure turbine to the center of 
the double-flow, low pressure 1800-rpm turbine. 

Both high and intermediate pressure turbines 
operate at 3600 rpm, keeping the high tempera- 
ture turbines favorably small in physical size. 
Primary steam to the high pressure turbine is at 
1000 F, and reheat steam to the intermediate 
pressure turbine is also at 1000 F. The 120,000-kw 
unit generates two-thirds power at 3600 rpm and 
one-third at 1800 rpm. 

You can depend on Allis-Chalmers for pace- 
setting turbine-generator units engineered to meet 
your requirements...in ratings up to 500,000 kw. 
For information, contact your nearby A-C repre- 


sentative or write Allis-Chalmers, Milwaukee1, Wis. 
A-4467 


RR SSG co toate aN ae 
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Long Exhaust Blades 


This cross-compound 3600/1800-rpm reheat tur- 
bine provides the large exhaust area needed for 
superior performance of high capability turbines. 
Its low pressure turbine operates with 40-inch 
blades . . . at unusually low 14-inch exhaust pres- 
sure. The same low pressure turbine could be 
used at 1-inch exhaust pressure on a 250-mw unit. 
In addition, units of this type can be built in sizes 
up to 500 mw. 
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Advantages of the 


Western Precipitation 





CWP | unit 


for recovering solids from stack 
gases in public utility operations 











(a control and recovery of fly ash from stack gases has always 
been a troublesome problem in public utility operations. With the develop- 
ment of the CMP unit by Western Precipitation Corporation, new economy 
and efficieney in the solution of fly ash problems are now possible. 


Almost a half century ago Western Precipitation 
pioneered the first commercial application of the 
now-famous Cottrell Electrical Precipitator to re- 
cover suspensions electrically, and this equipment 
is still unsurpassed in its field. 

Subsequently, to provide efficient fly ash recovery 
for low cost installations, Western Precipitation also 
pioneered the first small tube mechanical recovery 
unit —- the Multiclone Collector — and this unit 
promptly gained widespread recognition for the 
new efficiencies it brought to mechanical recovery 
processes. 

Combination Multiclone-Precipitator Unit. From 
these years of experience gained in both Cottrell 
and Multiclone installations, Western Precipitation 
recently offered another new development — the 
CMP Unit — a unit that combines in one compact 
installation many of the best features of both elec- 
trical and mechanical recovery methods. 

In a typical CMP Unit, the stack gases first pass 
through a Multiclone section where the heavier 
materials are removed mechanically. 

The partially-cleaned gases then pass through a 
Cottrell section where the very small particles are 
removed electrically. 

This arrangement offers several advantages im- 
portant to public utilities. Removing the heavier 
particles by the Multiclone process permits the 
bulk of the recovery operation to be performed 


This unique background of ex- 


with relatively low-cost equipment. Using a Cottrell 
for the final clean-up insures unusually high re- 
covery efficiency — approaching theoretically per- 
fect, if desired. Thus, the CMP combines high 
recovery efficiency with low total cost . . . and, as 
shown in the chart above, has the further advan- 
tage that the efficiency curve of the Multiclone 
portion complements that of the Cottrell portion 
— therefore the overall CMP efficiency remains 
practically uniform at all boiler loads. 


At low boiler loads the recovery efficiency of 
the Cottrell is highest, while that of the Multi- 
clone reaches its maximum at high boiler loads. 
But, by combining the two types of equipment 
into a single CMP unit, the efficiency curve 
remains almost flat whether the boiler load is 
low or high. 


With CMP equipment, even small utility com- 
panies can now afford adequate fly ash recovery. 
However, it is important to remember that full 
benefit of the CMP principle can be obtained only 
by a proper balance between the mechanical and 
electrical sections to fit the individual requirements 
of each individual installation. And no organization 
is better equipped to provide this critical “know- 
how” than the organization that provides integrated 
responsibility for Cottrell, Multiclone and CMP 
methods... the Western Precipitation Corporation. 


Western Precipitation Corporation 
DESIGNERS AND MANUFACTURERS OF EQUIPMENT FOR 
COLLECTION OF SUSPENDED MATERIALS FROM GASES & LIQUIDS 


Main Offices: 1064 WEST NINTH STREET, LOS ANGELES 15, CALIFORNIA 


Chrysler Bidg., New York 17 © 1 N. La Salle St. Bldg., Chicago 2 * 3252 Peachtree Rd. N.E., Atlanta 
Hobart Bldg., San Francisco 4 * Precipitation Co. of Canada, Ltd., Dominion Sq. Bldg., Montreal | 
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perience in the solution of fly 
ash recovery problems is avail- 
able from our office nearest you. 
May we give you more complete 
details? 
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More and more 
Utilities and Industries 
find the need for 







Consulting Services 


the help you wast“When you need it 


nore @ OF Defore 





FINANCING 
ACCOUNTING 
TAXES 
INSURANCE = oe 
PENSIONS We invite your inquiry. 
RATES Write for our booklet describing 
rene in detail the many services 
picid available to you. 
CONSULTING & DESIGN ENGINEERING 
PURCHASING Address: Department E 
INDUSTRIAL & PUBLIC RELATIONS 20 Pine Street, New York 5, N. Y. 


ADVERTISING 


Cppmouuvdll Seuss Ge. 


gna 






COMMONWEALTH ASSOCIATES INC. 


20 Pine Street, New Yorks MY 
GadsenMidigan —‘Whahingion, DC 
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FOR CLEANER 
COOKING 


Columbia Gas System 
delivers a modern miracle’ - 





© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
C Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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@ Unexcelled continuity of service 
@ Maximum reliability 

@ Minimum maintenance 

@ Reduced power consumption 











*NOW IN COMMERCIAL PRODUCTION 

Motorola’s specialized research has provided transistors tailor-made 
for power utility applications. The potential 40,000-hour life of the 
transistor provides the ultimate reliability on a low maintenance, 





non-outage basis. 


vi 


(| ay RELIABILITY 


All tran: 
equipment a 
Motorola 


New frequency-shift power line carrier with unique 
Motorola hetrodyne transmitter and superhetrodyne 
receiver has many advantages. Transmits highest 
speed information at close 500 cycle spacing throughout 
the entire carrier band. This new equipment can 
assure maximum utilization of the carrier spectrum. 
Reduces power consumption up to 75%. Transmitter 
uses push-pull tubes in high reliability power output 
stage. Provides a superior communication medium 

for all telegraphic, keyed, and low frequency signals. 














Mail this Coupon Today 


— 


Motorola Communications and Electronics, Inc. 
Dept. PF, 4501 Augusta Blvd. 
Chicago 51, Ill. 


( Send more information on Frequency Shift Power Line Carrier. 


(0 Have an Industrial Communications Engineer call. 
ee | 


Motorola Communications & Electronics, Inc. Company. 
yy el-p YL Ole -1, 2 am ©) 2m @) 80) .10) &- Wan 
4501 Augusta Blvd., Chicago 51, Ill 


Rogers Majestic Electronics Ltd, Toronto, Canada 
i ' ee 
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The First Book of Its Kind . 


PREPARING FOR THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL. B., LL. M. 


The satisfactory solution of the most expensive and difficult problem of Commission Regulation— 
The Rate Case—depends very largely upon how well and how thoroughly the details of 


preparation have been given attention. “Preparing for the Utility Rate 
Case” is a compilation of experiences taken from the records of 


actual rate cases. It has required two years of research, 
study and analysis, conducted by Francis X. Welch, Editor 
of PUBLIC UTILITIES FORTNIGHTLY, with the aid and 


cooperation of selected experts, to complete this treatise. 


The volume, being the first of its kind, should be found 
invaluable to utility executives, rate case personnel, 
attorneys, accountants, consultants, regulatory com- 
missions, rate case protestants, and, in fact, to all persons 
engaged in or having an interest in rate cases. 


Among the values of this compilation are the reviews of 
methods and procedures, which have been found helpful in— 


© simplifying and speeding up rate case 
groundwork 

® saving time and expense of companies, 
commissions and other parties 

© cutting down “lag losses” 

® aiding the consumer by making possible 
faster plant and service improvements 


® increasing the confidence of investors 


—all of which are in the public interest. 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the plain 
and practical methods that have been used. 


These chapter headings indicate the coverage: 


The Birth of the Utility Rate Case 

Public Relations and the Rate Case 

The Birth of Utility Company Rate Opposition 
The Grand Strategy of the Rate Case 
Selection and Function of the Attorney 

The Mechanics of Rate Case Preparation 
Proof of the Rate Base 





Completing the Rate Base; 
Working Capital 
Operating Expenses 


Operating Expenses, Continued— 
Annual Depreciation 


The Rate of Return 
Rate Adjustments—Allocations 


The Completed Rate Base—Overheads, Land, 


Depreciation, Working 


Capital © 


> The edition is limited, so be sure to order your copy today. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
NEW BOOK DEPARTMENT 


309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value. . . 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 





Q-Panels 


H. H. Robertson Company 
2400 FARMERS BANK BLDG. °* PITTSBURGH 22, PA. 
Offices in Principal Cities 
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Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 

















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 





Please send a free copy of your Q-Panel Catalog. 
NAME 
FIRM 


ADDRESS» 
PUFI 
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Typical Utility System Load Chart 
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Thursday—17 


Southern Gas Associatio; 
begins sales executive con- 
ference, New Orleans, La. 


Friday—18 


National [:lectrical Manu- 
facturers Association ends 


meeting, Chicago, IIl. 


Saturday—19 


Illuminating Engineering 
Society will hold southwest- 
ern regional conference, 
San Antonio, Tex. Apr. 


3-5, Advance notice. 


Sunday—20 


United States Independent 
Telephone Association will 
hold executives conference, 
Belleair, Fla. Apr. 4, 5. 


Advance notice. 





Monday—21 


Southeastern klectric lx- 
change begins annual meet- 
ing, Boca Raton, Fla. 


Tuesday—22 


Nebraska Telephone Asso- 
ciation begins annual con- 
vention, Lincoln, Neb. 


Wednesday—23 


Valley Electric 
begins 


Missouri 

Association engi- 

neerina conference, Kansas 
City, Mo. 


Thursday—24 


New England Gas Associa- 
tion begins annual meeting, 
Boston, Mass. 


@ 





Friday—25 


Oklahoma Utilities Asso- 
ciation ends 2-day annual 
meeting, Tuisa, Okla. 


Saturday—26 


Controllers Institute of 
America ends 2-day south- 
ern conference, Tulsa, Okla. 


Sunday—27 


Pacific Coast Electrical and 

Gas associations, Adminis- 

trative Services and Ac- 

counting Section, will hold 

joint conference, Phoenix. 

Ariz. Apr. 7, 8. Advance 
notice. 


Monday—28 


Western Metals Congress 
and Exposition begin, Los 
Angeles, Cal. 








Tuesday—29 


American Institute of Elec- 
tric Engineers will hold 
southern district meeting, 


St. Petersburg, Fla. Apr. 


13-15.. Advance notice. 





Wednesday—30 


American Power Confer- 
ence begins, Chicago, III. 


£3) 





Thursday—31 


Illuminating Engineering 
Society begins southern re- 
gional conference, Clear- 


water, Fla. 





APRIL 
Friday—1 


Indiana Gas Association 
will hold annual meeting, 
French Lick, Ind. Apr. 20- 


22. Advance notice. 

















Courtesy, Portland General Electric Company 


Inside the Sullivan Plant at Willamette Falls, Oregon 
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The Mid-session Congressional 
Outlook 


The administration’s public power program and the arguments 
over the Dixon-Yates contract recewed early and extraordinary 
attention in the first session of the 84th Congress. By this time, key 
committees have organized and the major recommendations of 
President Eisenhower have been unfolded. Most of the bills which 
will affect public utilities have been introduced. What, then, is the 
outlook for public utility industries as Congress gets down to an 
actual working basis? 


By T. N. SANDIFER* 


HE new session of Congress has now 
received from the administration a 
moderate, restrained outline of pub- 
lic power and reclamation legislation 
which caused little flurry except from some 
western interests. They were prompt to 
complain at the failure to put more em- 
phasis on programs in their area which in 





*Washington, D. C., correspondent. For addition- 
al note, see “Pages with the Editors.” 


the past have attracted considerable politi- 
cal reaction. 

Congress appears more intent, to date, 
on newer phases of the atomic energy de- 
velopments, and on certain technical de- 
velopments in radio and television, than it 
does on the older issues, even Dixon- Yates. 

The President put before the session an 
over-all program of various new projects 
and continuations, but pointedly omitted 
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to recommend any appropriations for new 
power-generating units for TVA in either 
the remainder of the current fiscal year or 
for 1956. 

The President noted that TVA “is giv- 
ing immediate attention to the possibility 
of financing further expansion of its pow- 
er system by means other than federal 
appropriations.” 

The agency, he told Congress, has been 
advised to complete its study of this possi- 
bility in time to permit this session of Con- 
gress to consider any legislation that may 
be necessary, and, he said, after Congress 
has had time to consider legislation deal- 
ing with future financing, power needs for 
the system will be re-examined. Proposed 
expenditures for the various major power 
authorities — Bonneville, Southeastern, 
and Southwestern—also were held down. 


HE President’s “partnership” policy, 

exemplified in the case of the above 
power administrations, for which he sug- 
gested that they encourage state, local, and 
private participation in power development 
and transmission, came in for an expected 
drubbing from public power forces, but 
without much effect. 

A major point in the administration 
proposals suggests legislation at this ses- 
sion to require ‘an adequate interest rate” 
be paid to the U. S. Treasury on appro- 
priated funds invested in power facilities 
of TVA. 

The “partnership” suggestion was made 
again with respect to appropriations for 
three multipurpose projects in the Pacific 
Northwest—Cougar and Green Peter- 
White bridge projects in Oregon, the 
Rocky Reach project in Washington state, 
and Priest Rapids, Washington; it was 
proposed that the partnership principle be 
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adopted in connection with others which 
the President named. 

Such are the broad high lights of the 
administration proposals. As mentioned, 
they immediately caused plaintive protests 
from those interests whose projects had 
been omitted, or reduced. No funds were 
asked for the Talent irrigation and power 
project, in southern Oregon, for which 
both Oregon Senators, Richard Neuberg- 
er, Democrat, and Wayne Morse, Demo- 
crat, had pressured Interior Depart- 
ment for recommended funds. And there 
were others. The “partnership” references 
to power development in the President’s 
message were attacked as “shotgun” 
promises by Neuberger, on the ground 
that it put the communities under pressure 
to participate in financing or go without. 


HE tenor of the administration’s open- 

ing proposals appeared to negate a 
warning by Senator Butler, Republi- 
can of Maryland, that a “veritable army 
of Roosevelt and Truman holdovers” are 
still dominant in federal policy-influencing 
posts, to judge by the reaction to the pro- 
grams as drafted. 

This outline was laid before a nominal- 
ly “opposition” Congress which has only 
now started to digest the various proposals. 
Obviously, one of the crucial spots is the 
House Appropriations Committee which 
can give as little or as much as it chooses, 
subject to final ratification of the full 
House, and more important, perhaps, sub- 
ject to the much more deliberative Senate. 

After sharp skirmishing in House Ap- 
propriations, that committee has now set- 
tled down to work with Clarence Cannon, 
Democrat, of Missouri, and close friend 
of Speaker Rayburn, retaining his chair- 
manship of the important subcommittee 
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which will consider public works, includ- 
ing public power. This is a new group, by 
the way, and, in addition to power devel- 
opment projects, will be responsible also 
for funds for the Atomic Energy Com- 
mission and TVA. Under Cannon, this 
setup points to raising the modest admin- 
istration fund proposals to a degree just 
now being considered. 

The committee is now working behind 
closed doors on the initial stages of appro- 
priations for the independent offices, In- 
terior, etc., with hearings some time away, 
although hearings have begun before an- 
other committee, Interior and Insular Af- 
fairs (House), on the federal irrigation 
and reclamation programs. Meanwhile, 
the Senate Appropriations Committee is 
just beginning its organization. 


HE disturbed beginnings in the House 

Appropriations Committee have been 
echoed, it is disclosed, in the Senate com- 
mittee, where, prior to the organizational 
meetings now in progress, there was con- 
siderable dissatisfaction among some mem- 
bers with the trend of the division of re- 
sponsibilities. 

Nothing in the administration program 
was devised to check at least one flood that 
annually sweeps over the session—a spate 
of public power bills, some new, but, most 


€ 


of the important ones, a renewal of drives 
from earlier sessions. It is doubtful at this 
stage if Congress will reach more than a 
few of the more controversial programs. 
But among the bills is one for “compre- 
hensive development,” including hydro- 
electric power installations on the Upper 
Colorado river basin; another to add the 
Trinity river division and the San Luis 
unit of the West San Joaquin division to 
the Central Valley project, California, also 
inclusive of hydroelectric power; and one 
for the Missouri river basin, which would 
be multistate—a compact of the ten states 
is involved, Colorado, Iowa, Kansas, Mis- 
souri, Minnesota, Montana, Nebraska, 
North and South Dakota, and Wyoming. 


HERE are many others, especially bills 
to facilitate multistate compacts which 
would lead to river basin development, ap- 
portionment of water power, etc. A bill by 
Representative Thompson, Democrat, 
Louisiana, provides for federal guaranty 
of approved municipal bond issues for 
designated public works. Obviously, there 
isn’t money for a fraction of these proj- 
ects, but there will be trades when key 
programs come up. 
It is perhaps unnecessary to recall that 
the present Speaker of the House, Sam 
Rayburn, was, with the late Senator Nor- 


to the really political months just ahead of the next presiden- 


q “|. . the present session should be viewed as the preliminary 


tial year. This prospect undoubtedly will color some legislative 
actions that otherwise would be routine. It is also pertinent to 
point out that one of the semidark horses of the coming presi- 
dential contest 1s now unquestionably Governor Harriman, of 
New York, about whose leanings on public power as about 
other issues close to the two previous administrations, there 


is no need even to speculate.’ 
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ris, one of the sponsors of the early rural 
electrification legislation. As mentioned 
earlier, Chairman Cannon of the House 
Appropriations Committee is a close asso- 
ciate of the Speaker’s. 


ne momentarily on this track, 
the present session should be viewed 
as the preliminary to the really political 
months just ahead of the next presidential 
year. This prospect undoubtedly will color 
some legislative actions that otherwise 
would be routine. It is also pertinent to 
point out that one of the semidark horses 
of the coming presidential contest is now 
unquestionably Governor Harriman, of 
New York, about whose leanings on public 
power as about other issues close to the 
two previous administrations, there is no 
need even to speculate. 

The political shadow over the coming 
months is to be seen more than elsewhere, 
in a waterfall of investigations which no 
flood-control program has ever been de- 
vised to halt. Especially when Congress is 
dominated by a party politically opposite 
from that of the administration. 

Almost as an echo of charges among cer- 
tain segments of the press comes word 
that Senator Warren Magnuson, Demo- 
crat, of Washington state, with his Sen- 
ate Commerce Committee is embarking on 
a gradually expanding schedule of investi- 
gations into operations of the six major 
federal regulatory agencies — Federal 
Communications Commission (FCC); 
Federat Power Commission (FPC); In- 
terstate Commerce Commission (ICC); 
and the Federal Trade Commission 
(FTC), Civil Aeronautics Board (CAB), 
and Maritime Administration. 

These press attacks center on the theme 
of “business domination” of the agencies’ 
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current administration. On this point, in 
issuing the Plotkin report dealing with 
television network regulation and UHF 
developments, Senator Magnuson said he 
had received “many complaints” which he 
expected to look into, but he said then, and 
since, his inquiry is not intended to be a 
full-dress investigation as such. 


H™ again, appropriations are a key 
factor, and the Senator from Wash- 
ington state apparently experienced no 
difficulty in getting an initial purse of 
$200,000 on which to launch activities. 
Despite the Senator’s casual description of 
his plans, it has become clear that the com- 
mittee’s program is what in military circles 
might be called a maneuver of exploita- 
tion, equipped and intended to follow up 
whatever is developed in the initial look- 
around. 

This becomes more evident from refer- 
ences around the committee to reports that 
the President’s own otherwise anonymous 
aides are exercising a “White House 
Tommy” Corcoran touch in the regulatory 
agencies’ day-to-day business. Senator 
O’Mahoney, Democrat of Wyoming, 
charged in the Senate that the various 
commissions’ powers, in effect, have been 
simply passed back to the White House 
staff. 

Incidentally, former Senator Clarence 
Dill, Democrat of Washington state, who 
wrote the original Communications Act, 
was asked by Chairman Magnuson, simul- 
taneously with issuance of the Plotkin re- 
port, to act for an indefinite period as con- 
sultant to the committee. The ex-Senator 
has not publicly committed himself, but, it 
is understood, has told Senator Magnuson 
he will stick around. 

On the House side, projected investiga- 
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Gas Bill Chances Improve 


6¢ 


HE chances of success for any push in Congress to exempt, by 


specific legislation, the independent producers of natural gas from 

the jurisdiction of the Federal Power Commission were given a boost by 

the recent release by President Eisenhower of the contents of the report 

of his Cabinet Committee on Energy Supplies and Resources Policy. House 

Interstate Commerce Committee hearings on several bills to amend the 
Natural Gas Act have been set for late in March.” 





tions, probably well under way by the time 
of this publication, will be under equally 
expert guidance. Speaker Rayburn is 
“daddy” to the bulk of Securities and Ex- 
change legislation, and now that he is back 
from the alien land of the political “out- 
side” he has expressed interest in what 
may have been going on at SEC, as at 
other regulatory bodies in the interim. So, 
this body can be added to the six agencies 
under Senate spotlight, with the net aim, a 
tidy bundle of reports, later this session, 
which Democratic campaigners can refer 
to as occasion may demand. 


= from the investigative tendency 
of the present session is the fact that 
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it offers a perhaps more encouraging at- 
mosphere for the various advocates of the 
major legislative items on the calendar. In 
the case of Hell’s Canyon, for instance, six 
northwest Senators have sent to the White 
House a round robin urging completion of 
this project on the ground that it will af- 
ford unemployment relief in the Pacific 
Northwest. Among signators were Wayne 
Morse and Richard Neuberger, both 
Democrats, Oregon ; James E. Murray and 
Mike Mansfield, Democrats, Montana; 
and Warren Magnuson with Henry Jack- 
son, Democrats, Washington state. 

This and similar demands, which may 
in future be put to the White House, carry 
some force behind them. For instance, 
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Senator Lister Hill, Democrat, Alabama, 
whose public power position needs no ex- 
pounding here, has assumed chairmanship 
of a Senate Appropriations subcommittee 
in charge of atomic energy and TVA 
funds. He lost no time in letting every- 
body know that a presidential budget re- 
quest for the power line to connect Dixon- 
Yates power installations with the TVA 
power complex was up against a granite 
fence, so far as he is concerned. In view 
of the President’s declared position on 
Dixon-Yates, a stalemate or some com- 
promise is indicated for later in the ses- 
sion. 

Despite this trend in committees, cer- 
tain legislation so far introduced indicates 
that Congress is, in general, backing away 
from some paternalistic policies of federal 
agencies of the recent past. Bills are in 
the hopper to terminate, for instance, a 
government practice that sprang up earlier, 
of retaining mineral rights under certain 
government-held land. Under these bills, 
if that land is again released by the agen- 
cy, mineral rights are also released. 


eens in the same vein, bills are 

pending to require the government to 
dispose of certain fringe properties for 
use of private owners, and in the case of 
Boulder City, Nevada, part of Boulder 
Canyon project, for conversion to munici- 
pal use entirely. 

The Budget Bureau still wants FPC to 
decide whether public or private interests 
should develop additional power on the 
Niagara river. This was the gist of the 
response received by Senate Public Works 
Committee Chairman Chavez, Democrat, 
New Mexico, to an inquiry on the Cape- 
hart-Dondero-Miller Bill (S 6), which 
would permit five New York state public 
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utility companies to go ahead with long- 
established plans for additional power- 
generating installations on the Niagara 
river. The Senate committee tentatively 
approved the Case Bill (S 2599) in the last 
session of the 83rd Congress, which would 
require FPC to make the decision, but sub- 
ject to a very obvious preference for public 
power. No bill similar to the Case Bill has, 
as yet, been introduced in this session. 

Along another front, public hearings on 
the Niagara development are to be held in 
Buffalo, New York, on March 24th and 
25th, by the Board of (Army) Engineers 
for Rivers and Harbors. This is to de- 
velop a general plan for use of Niagara 
river water apportioned by treaty to the 
United States for power production. 
United States, Canadian, state, local, and 
industry witnesses will be on hand to 
testify. 


Communication Reforms 


W: return again to the Plotkin report. 

(Harry M. Plotkin is consultant to 
the Senate Commerce Committee.) This 
report, without further committee ap- 
proval at this writing, was shipped out to 
the Federal Communications Commission 
and to the Justice Department, ostensibly 
for their comments. Magnuson said he 
did not consider that the report, as such, 
gives FCC any power to “go ahead and 
regulate the networks, although it might 
give that suggestion.” 

He indicated that his committee would 
be asked to act on the report in due course, 
probably after getting the above agencies’ 
views, and the implication is that some 
legislation would emanate from the com- 
mittee later. 

The gist of the report, in Plotkin’s 
words, is that “the real seat of power 
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(over the networks) is in the principal 
officers of two or three, or at the most 
four network organizations located in New 
York” who, said Plotkin, “have the power 
to determine what is seen and heard in 
most homes in the United States during 
a large part of the broadcast day.” 

Plotkin recommends that means be 
found to increase the number of television 
stations in the various communities 
through a “reinvigoration” of UHF op- 
erations, and through some steps, implicit- 
ly by legislation, to make individual sta- 
tion licensees less economically dependent 
“upon a few network organizations.” 

Magnuson said he has been “distressed” 
at delay in getting final decisions from 
regulatory bodies like FCC, ‘“‘and some of 
the commission’s procedures seem designed 
to impair rather than improve its admin- 
istrative and quasi-judicial functions.” 

Which may point to another angle in 
the forthcoming investigations. 


Gas Legislation 


i b. chances of success for any push in 
Congress to exempt, by specific legis- 
lation, the independent producers of nat- 
ural gas from the jurisdiction of the Fed- 
eral Power Commission were given a boost 
by the recent release by President Eisen- 
hower of the contents of the report of his 
Cabinet Committee on Energy Supplies 
and Resources Policy. House Interstate 
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Commerce Committee hearings on sev- 
eral bills to amend the Natural Gas Act 
have been set for late in March. Southwest- 
ern Congressmen have introduced several 
bills for the purpose of freeing the inde- 
pendent producer of federal commission 
control. These are the Ikard Bill (HR 
3902) and the Rogers Bill (HR 3703), 
introduced by Democrats from Texas, and 
a more recent bill (HR 4560) introduced 
by Representative Harris, Democrat of 
Arkansas. 

The Democrats in and out of Congress 
are badly split on the natural gas issue, 
much more so than the Republicans. House 
Speaker Rayburn (Democrat, Texas) has 
criticized the administration for its dila- 
tory tactics. His views on this are prob- 
ably those of Senate Majority Leader 
Johnson (Democrat, Texas). But Demo- 
crats from the so-called “gas-consuming 
states” have been signaling their opposi- 
tion to exempting the southwestern pro- 
ducers. 

These members are rallying to support 
of the Yates Bill (HR 3616) or an 
equivalent proposal to “shield consumers 
from exorbitant charges.” 


|e panama from large northern and 
central cities with heavy labor union 
constituencies are threatening to bolt Ray- 
burn’s leadership on this issue. An exam- 
ple in this latter case is Cleveland’s Repre- 


“Union campaigns against the ‘right-to-work’ amendment to 
Taft-Hartley, or in other state laws, have now blossomed in a 
number of states—Massachusetts, Maryland, and the District 


of Columbia, New York state, Colorado, and in scattered areas 
elsewhere, including some California localities. Much of this 
is individual union activity, or the beginning of more organized 
attacks launched by some national labor leaders.” 
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sentative Vanik (Democrat, Ohio) who 
has introduced his own bill to protect the 
gas consumer. His bill (HR 3490) is simi- 
lar to the Yates Bill in that it requires the 
Federal Power Commission to use an orig- 
inal cost rate base for gas-producing prop- 
erties. Senator Douglas (Democrat, Illi- 
nois) has indicated sympathy for the 
Yates-Vanik type of bill for, perhaps, 
similar reasons. 

All of these bills, relating to the pro- 
ducers and consumers of natural gas at 
their respective ends of the long-distance 
transmission lines, have been referred to 
the House Interstate and Foreign Com- 
merce Committee. As these lines were writ- 
ten, a Senate sponsor for either type of 
legislation had not yet been found, al- 
though both Texas Senators and others are 
doubtless awaiting reaction to the Cabinet 
report before deciding upon what steps to 
take to press for action. 


ee hanging over the session is a strong 
labor campaign against the so-called 
“right-to-work” laws which have been 
adopted by 17 states. This issue may even 
take precedence over labor’s preoccupation 
with the Taft-Hartley Act. Union cam- 
paigns against the “‘right-to-work” amend- 
ment to Taft-Hartley, or in other state 
laws, have now blossomed in a number of 
states—Massachusetts, Maryland, and the 
District of Columbia, New York state, 
Colorado, and in scattered areas elsewhere, 
including some California localities. Much 
of this is individual union activity, or the 
beginning of more organized attacks 
launched by some national labor leaders. 
But the fight is developing. 
One bill in Congress is the Roosevelt 
measure (Representative Roosevelt, 
Democrat, California) which has a com- 
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panion in the Murray Bill in the Senate. 
(Senator James Murray, Democrat, Mon- 
tana.) The purport of these proposals is 
to pull the force out of these laws as they 
now operate in the various states. 

There are other bills, designed to pro- 
tect workers in utility or in interstate oc- 
cupations, from interference in carrying 
on their jobs where public safety and con- 
venience are involved. When the various 
proposals have been sifted, and assuming 
Congress acts on some synthesized meas- 
ure this session, the effect may be to more 
closely define the areas of state regulatory 
power, and to clarify the uncertainties 
raised by various court decisions mean- 
while. 

A bill deserving mention is HR 524 
(Representative Hinshaw, Republican, 
California) which would make a “common 
carrier” under Interstate Commerce law 
of any station or party purveying radio 
programs interstate on a subscription basis 
paid by the listener. 


 . down on other legislative devel- 

opments on which some session action 
may be expected, at least in the House, 
shows the following: 

Wire tapping. Representative Kenneth 
Keating, Republican, New York, ex- 
pects to introduce a revised wire-tapping 
bill, after he has made some changes in 
the measure he sponsored at the last ses- 
sion. This, it may be recalled, passed the 
House, but failed of Senate consideration 
for lack of time. 

Transmission of gambling data. Both 
telephone and telegraph companies have 
co-operated completely with law enforce- 
ment agencies in past years to protect their 
interests and the public against various in- 
fringements in the transmission of race, 
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or other gambling information. However, 
beyond a certain point these public facili- 
ties are obviously liable technically, if they 
deny their services to private subscribers, 
even for such uses. 

A bill was introduced in this session by 
Senator Daniel (Democrat, Texas) de- 
signed to protect communications compa- 
nies in cases where they co-operate with 
law enforcement agencies in suppression 
of transmission of gambling news. 

Another bill (Senator Butler, Republi- 
can, Maryland) would deny radio or tele- 
vision time to individuals convicted of sub- 
versive activities, and to members of Com- 
munist-action organizations, for political 
purposes. 

Tax-exempt groups. Early hearings are 
expected to be called on a number of bills 
providing that tax-exempt groups of vari- 
ous categories be made liable to public 
accountability. 


Summary of Administration 
Public Projects 


T= administration program involves 
the following public project items 
for appropriations at this session : 
Development of land and water re- 
sources, $673,000,000, of which $430,- 
000,000 is for continuation of work on 


152 river basin development projects, un- 
der construction by Bureau of Reclama- 
tion and Engineer Corps, including a 
major part of multiple-purpose irrigation, 
flood-control, navigation, and hydroelec- 
tric undertakings; 

Recommends enactment of legislation 
for construction under the Reclamation 
Bureau of two comprehensive river basin 
programs—the Upper Colorado in five 
states, Colorado, Utah, Wyoming, Ari- 
zona, and New Mexico; and the Frying 
Pan-Arkansas development in Colorado; 

Emphasis on state and local partnership 
in major projects, including TVA; Bonne- 
ville, Southeastern, and Southwestern 
Power administrations, among others; 

Emphasizes increased payments by pub- 
lic power projects to federal Treasury; 
conversely, a better level of federal pay- 
ments to local owners of water resources 
projects where federal hydroelectric power 
developments benefit ; 

Anticipates an approximate balance be- 
tween expenditures and receipts for TVA 
in 1956, and makes no recommendation of 
funds for new power generation units for 
that activity for either 1955 or 1956; 

Recommends some 39 miscellaneous 
navigation, flood-control, beach erosion, 
etc., projects. 





corre fuel oil, increasingly less important and the least 
profitable petroleum product, would be almost the only oil 
product affected by competition from atomic energy. 

“Some natural gas might also be displaced if atomic energy be- 
came important in generating plants. But, except in areas near 
the oil fields, coal will probably replace natural gas before atomic 


energy does. 


“In view of our rapidly growing needs for power, the long-range 
problem is not what fuel is going to be crowded out, but what can 
come along to help carry the rapidly growing load.” 


—Rosert E. WILson, 


Chairman of the board, Standard Oil 
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Telling Teachers about 
The Utilities 


All over the land the utility “exec” is standing up before 
teachers, students, customers, to explain the peculiar 
rules of regulated business, and be shot at with ques- 
tions—and a highly effective new kind of public contact 


it is! 


By JAMES H. COLLINS* 


ow much simpler life might be for 
the utility management man, if the 
public could just be brought to un- 
derstand the difference between regulated 
and unregulated business—how a power 
or gas company has to be run with a com- 
mission breathing over your shoulder, 
where life is free as air in running a fac- 
tory. 
Aspirin for the postwar headaches of 
rate applications, hearings, costs, backlogs, 
inflation, financing! 


*Professional writer, resident in Hollywood, 
California. For additional note, see “Pages with 
the Editors.” 
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Or so the utility fellow has been say- 
ing these ten years. 

Simple? 

Listen to the questions shot at him when 
he makes a personal appearance before a 
general audience, explaining regulation; 
and it is realized that this is something not 
easily explained or understood. 

After a whole morning given up to such 
an explanation—and clear, interesting ex- 
planation, too, by men who had no ax to 
grind—here are some of the ideas held by 
listeners : 


There was a feeling that utility peo- 
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ple did not favor regulation, though 
submitting to it. 

The audience understood that utility 
companies were assured certain returns 
on their investments—but didn’t that 
encourage poor management? 

Regulation protected the public on 
rates—but how about the high salaries 
utility managers might pay themselves? 

Regulation was thought of as some- 
thing that quickly adjusted rates up- 
ward, but there was no idea of the long- 
drawn-out process of hearings. 

Nor was there any conception of the 
heavy taxes paid by utility companies, 
and of course written into the customers’ 
bills. 

Comparisons were made between 
rates charged by publicly and privately 
owned utilities, with no thought of tax 
freedom or use of government credit 
by the public utilities. 

Regulation was sometimes confused 
with subsidies—if the city subsidized 
the bus company, why was service so 


poor? 


a regulation, and see yourself as 
others see you! 

Yet it is a job to be recommended, and 
utility managers who have tackled it, in 
personal appearances before community 
groups, testify that it is highly educational 
for themselves—they learn as much as 
their listeners, if not more. 

The popular ideas above cited came out 
of a new kind of public relations setup in 
Baltimore. Local utility executives ap- 
peared before 300 schoolteachers from 
parochial as well as public schools, ex- 
plained regulation, showed a movie, were 
shot at with questions, and after lunch 
took the teachers out to see their plants. 
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This was only one part of an over-all 
program, in which all major Baltimore 
industries participated—banks, shipping, 
and transportation, etc. The teachers were 
shown the busy port of Baltimore and 
other local scenes of industrial activity. 
One day was allotted to public utilities— 
meaning the gas and electric (a combina- 
tion utility) company, telephone, and 
transit. 

Personal appearances before community 
groups, and particularly teachers and stu- 
dents, have been found an intimate and 
happy kind of contact. The managers give 
personality to corporations, become men 
with problems. Astonishingly, very few 
persons have ever seen a utility executive 
in real life, much less been invited to ask 
him questions. 


oe contacts are being made over the 
country, ranging from get togethers in 
single communities to college courses. 
Typical are the yearly clinics held at the 
University of California, where manage- 
ment men from a particular company or 
industry are invited to lecture to business 
students. Pacific Telephone gave the course 
two summers ago,’ and last year local 
Pacific Telephone executives appeared at 
the University of Southern California in 
Los Angeles. Hundreds of high school 
teachers from many states, together with 
executives from general industry, meet for 
the yearly conference at Rensselaer “Poly” 
in Troy, New York. 

The Baltimore clinic is now an annual 
affair, sponsored by the Baltimore Asso- 
ciation of Commerce, extending over a 
week, during which business and labor 





1“When Utility Vice Presidents Turn into Pro- 
fessors,” by James H. Collins, Pusiic UtiLittes 
ForTNIGHTLY, August 27, 1953, p. 298. 
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leaders speak for the city’s manufacturing, 
trade, banking, utilities, and activities gen- 
erally. As already noted utilities have their 
day, in charge of telephone, gas, electric, 
and transit executives. 


) henge are key people in public re- 

lations. They have a professional in- 
terest in the work of the community, be- 
cause they are preparing young people for 
jobs and careers. Industries these days 
change so fast teachers and students must 
be alert to keep up with progress. It can 
happen that the student training for a par- 
ticular career in high school may graduate 
into an utterly strange world. For the 
teachers and students, business executives 
are key people to keep them posted on 
change. 

The subject of regulation is a very con- 
venient handle by which to take hold of 
utility business. But it is abstract in na- 
ture, involved in laws, rulings, accounting, 
and technicalities. Utility managers are 
not only so close to the trees that they may 
not see the forest, but apt to be deep in the 
technical woods. They are suspected of 
bias, naturally—talking about something 
that affects their own business. Talks about 
regulation tend to be about they rather 
than us. 

So, it is a good thing to get an outsider 
to do the talking, as was done in Balti- 
more, the billet being handed to Francis 


q 
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X. Welch, editor of the FortTNIGHTLY. He 
is engaged in an unregulated business, but 
has had wide experience of regulation 
over the whole country. 

At the start, the abstractions were elimi- 
nated from the subject by showing that 
regulation is distinctively American, and 
democratic, peculiar to the economic ad- 
vancement of our own country, where in 
other countries the development of utility 
services has been quite different, often un- 
der government ownership. 


ere in theory is almost ancient, 

but its necessity really started with 
the inventors—Edison, Bell, Sprague— 
who laid the foundations of utility service. 
Welch spoke of having himself seen Edi- 
son and Bell, a time marker showing how 
recent the utility services are. The diamond 
jubilee of Edison’s electric light was cele- 
brated only last year. In the Baltimore of 
1875 it was not possible to pick up a phone, 
turn on an electric light, or ride in a trol- 
ley car. True, there was gas for light. But 
that dated back only to 1816, with Rem- 
brandt Peale, possibly the first public util- 
ity executive in American history. Peale 
was an artist who painted Washington and 
Napoleon, but also got the first gas com- 
pany going in that city. As for natural gas, 
so recent and so characteristically Ameri- 
can, it can be credited to the pioneers of 
the oil industry. 


“Ir is often said, mistakenly, that utilities are monopolies. 
That ts true only of operation, in the serving of customers. In 
every other respect they are competitive—in financing, the 


prices they pay for equipment and supplies, and in the hiring 
of employees. Even in operation there are competitive condi- 
tions, as between gas and electricity, and the automobile VERSUS 


the transit services.” 
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The Russians now claim to have in- 
vented these things long before. If so, they 
never made them available to Ivan in wide- 
spread, economical, time- and labor-saving 
utility services, and that is characteristi- 
cally American, and about that Ivan tells 
himself no fairy stories. This country has 
three-fifths of the world’s phones, more 
than two-fifths its electric generating pow- 
er plant, the only natural gas distribution 
systems. 

Elsewhere, the utiilties are largely 
under government ownership and opera- 
tion, contrasted with our completely pri- 
vate telephone systems, and approaching 
90 per cent private power and almost com- 
plete private ownership of gas. 

Nothing like American regulation is to 
be found elsewhere except in Canada. It 
is a characteristic of our utility services, 
which have been developed, not to serve 
any special class that could afford some- 
thing better than others, but to serve the 
greatest number, and at lowest rates. In 
the early days, before the nature of these 
industries was understood, there was 
duplication of service such as a present- 
day audience will remember. But out of 
that waste and confusion grew regulation. 


. is often said, mistakenly, that utilities 
are monopolies. That is true only of 
operation, in the serving of customers. In 
every other respect they are competitive 
—in financing, the prices they pay for 
equipment and supplies, and in the hiring 
of employees. Even in operation there are 
competitive conditions, as between gas and 
electricity, and the automobile versus the 
transit services. 

But after the brief pioneering era, dur- 
ing which such businesses were regarded 
as competitive, utilities were given exclu- 
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sive rights in return for submitting to 
regulation. That was the price. One group 
of citizens was permitted to invest money 
in services vitally necessary to all citizens, 
and in consideration for such rights, al- 
lowed government to establish rates, set 
limits to profits, and dictate the quality of 
service, and its where and how. All ac- 
counting, finances, and like details were 
supervised and standardized. 

And so utility business has for several 
generations been conducted in a goldfish 
bowl—or as Mr. Morgan said, with glass 
pockets. 

When it comes to explaining regulation 
to a general audience, there are two obsta- 
cles to be hurdled—statistics and the sus- 
picion of special pleading where the ad- 
dress is given by a utility executive. 


5 eemtonaen are a temptation, because 
there are so many of them, and so con- 
vincing to the technical mind. But statistics 
are not easily grasped by a listening audi- 
ence. Even in graphs and pictures they 
slow up the talk, and are boring. The tac- 
tics of the good trial lawyer in court can 
be recommended here. He will produce a 
heavy mass of evidence, as though to be- 
gin reading, and then relieve the jury and 
judge by saying, “With your permission 
I will offer this for the record without a 
reading.” Reducing a talk on regulation 
to the fewest statistics, the speaker can 
say, “I will not bore you with figures,” 
and present a few, and then remind the 
audience that it is not being bored. 

As for special pleading, the utility ex- 
ecutive is supposed to have a case to make. 
If he relies on facts alone, from utility 
and regulatory commission reports, he can 
to some extent establish himself as un- 
biased, and win the confidence of an audi- 
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Appreciating the Safeguards of Regulation 


— securities are scrutinized in the light of company earnings. 
Due to inflated costs, and pending a grant of higher rates, the 
company’s earnings may be decreasing. Relief can come only through a 
rate increase. Hearings are now being conducted, but months may pass 
before a decision is given by the regulatory commissioners. ... The public 
has no idea of the time consumed in proceedings, and in attendance by 
utility executives, and the statistics required to be presented. Length of 
hearings is due to the care taken to protect all interests, and to hear all sides.” 








ence. Even if he is an outsider, the sub- 
ject is controversial. 

In Baltimore, facts were taken from cur- 
rent reports of the four principal utilities 
—gas, electric, telephone, and transit 
companies. These utilities were shown at 
work in their own city, to explain what 
regulation does for the people who pay the 
bills. Such local treatment eliminates much 
of the abstraction of regulation. 


* ‘H” much money is the utility com- 
pany making?” seems to be a top 
question in the minds of an audience, and 
even people of superior intelligence are 
found to hold strange views. 
They do not always know that utility 
rates and profits are fixed. 
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It is thought that more money is paid 
in dividends than wages. 

Estimates invited from listeners as to 
what they consider a reasonable profit are 
generous, starting around 10 per cent and 
running as high as 25 per cent. 

Losses sustained by utility companies are 
not regarded as serious; the newspapers 
report them, but the company goes on do- 
ing business. If the Joneses lost jobs or 
money last year, that might mean catas- 
trophe. But the utility company is big, and 
undoubtedly rich, so it just writes off 
losses. 

Regulation is sometimes confused with 
government ‘ ownership or subsidies— 
there is considerable mischief in the term 
public utility. 


XUM 
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No Baltimore utility company made 6 
per cent in 1952. Consolidated Gas, Elec- 
tric Light & Power netted 5.23 per cent on 
invested capital; Chesapeake & Potomac 
Telephone 5.9 per cent ; Baltimore Transit 
lost $386,000 despite a fare increase, due 
to a 19-day strike, after which it was earn- 
ing not more than 3 per cent. 

Expenditures furnish facts interesting 
toa general audience, and telephone figures 
were used in Baltimore. Payroll was the 
major outgo, amounting to 60 per cent 
of all operating expenditures, including 
taxes. Payroll means jobs, and everybody 
understands jobs. 

Taxes took the next big bite, but are 
concealed, and likely to surprise people 
who pay utility bills. In Maryland, they 
amount to 29 cents in every billed dollar, 
or a yearly average of $46.22 in the tele- 
phone bill, including excise taxes. This 
was more than three times dividends. 

“Does that include the tax on long-dis- 
tance calls?” was asked. 

“No, that is a tax on the customer, not 
the company,” was the reply. “But the 
company is required to collect it for the 
government.” 


O™ of the more complex features of 
regulation, but interesting to an audi- 
ence, is the “rate base” upon which a util- 
ity company is allowed to earn money. 
This raises questions of plant values, de- 
preciation, inflation, growth, new capital 
—though now involved in postwar costs 
and the need for rate increases, it is actu- 
ally something that has been causing trou- 
ble for many years. 

“Rate base” can be presented in terms 
an audience will easily grasp, in the form 
of a house, built for a home. Back in the 
1930’s the house may have cost $10,000. 
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The owner has had twenty years’ use of 
his home. A bank would have written off 
depreciation for those years if lending on 
mortgage. Material and labor costs have 
risen, so that as good a house could not 
now be built for that money. Yet today 
the house would probably sell for more 
than its original cost. 

This is an involved situation, but direct- 
ly interesting to home owners, and the 
same changed conditions govern the plant 
of a utility company. Determining just 
how much investment the company has 
left, upon which it is legally permitted to 
earn interest, is a complex business for the 
regulatory commissioners. 
ie some cases there is a tendency to re- 

strict utility plants to prewar costs, 
which affects the dividends paid to stock- 
holders. Even if no sympathy is felt for 
stockholders, the utility customers will suf- 
fer, because new investment money is not 
so easily raised—in competition with other 
enterprises making better profits—and so 
it is difficult to extend utility lines to serve 
new customers. 

This question of new money can be 
translated into jobs. Today it takes about 
$20,000 to create a new telephone job, and 
nearly $50,000 for a power company job, 
which is five and a half times the invest- 
ment needed for a factory job. As utility 
companies grow, so grow the jobs, and 
this seems to be the most convincing angle 
from which to talk about the different fi- 
nancing rules laid down for utility com- 
panies. 

An audience easily visualizes postwar 
growth in its own community. New homes, 
schools, highways, and business buildings 
were needed. They were provided by sim- 
ple financing, the home buyer applying for 
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an instalment loan, the city or state issu- 
ing bonds or imposing taxes, the factory 
owner building an extension out of sur- 
plus earnings set aside, or with a loan ob- 
tained upon his showing of profits. 

The utility man need not make a poor 
mouth, or turn his pockets inside out, to 
show that his case is much harder. 

To begin with, regulation allows him 
earnings for wages, operating expenses, 
taxes, dividends, but nothing to set aside 
for the growth of his business. 

To build the new branch, or lay the 
new lines into a suburb, he must go into 
the money market and sell securities. The 
money market is hard-boiled, with its ex- 
perts weighing values for investment 
funds, insurance companies, and others. 
The securities of manufacturing or other 
companies, in a booming business, may be 
much more attractive. 


Sh vee securities are scrutinized in the 
light of company earnings. Due to 
inflated costs, and pending a grant of high- 
er rates, the company’s earnings may be 
decreasing. Relief can come only through 
a rate increase. Hearings are now being 
conducted, but months may pass before 
a decision is given by the regulatory com- 
missioners. 

Some dates showing the length of hear- 
ings in that state can be used here to good 


¢ 


& 


advantage. The public has no idea of the 
time consumed in proceedings, and in at- 
tendance by utility executives, and the 
statistics required to be presented. Length 
of hearings is due to the care taken to pro- 
tect all interests, and to hear all sides. 
Newspaper accounts of hearings in prog- 
ress are fragmentary, and can even be 
biased, as when small groups, entitled to be 
heard, use their hour in court for propa- 
ganda purposes. 

In Baltimore, this presentation was fol- 
lowed by a motion picture, a Columbia Gas 
System film, “The Legend of Dan and 
Gus.” The theme, the contrast between 
Dan’s unregulated doorknob business, and 
Gus’ regulated natural gas business, a 
public service company. 


— showing that regulation goes back 

to the Roman public baths, which by 
law had to be kept open at hours required 
by the customers, and charge rates that 
even the poorest could afford, the film 
pictured a little history of the American 
natural gas industry, which also goes back 
—further back than is supposed—to the 
first natural gas well drilled in Fredonia, 
New York, in 1821. Hollow logs were 
used to pipe the gas for lighting, and Gen- 
eral Lafayette, coming there in 1825, 
found the town so brilliantly lit up, that 
he said it must be near Hades. Regulation 


“TEACHERS are key people in public relations. They have a pro- 
fessional interest in the work of the community, because they 
are preparing young people for jobs and careers. Industries 


these days change so fast teachers and students must be alert 
to keep up with progress. It can happen that the student train- 
ing for a particular career in high school may graduate into 
an utterly strange world. For the teachers and students, busi- 
ness executives are key people to keep them posted on change.” 
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of natural gas to prevent wastage was 
undertaken nearly fifty years ago—and 
the film went on to show how Gus’ gas 
company had to be operated under rules 
governing rates, earnings, dividends, qual- 
ity of service, and so on. 


2. followed the question period, or 

panel discussion, in which J. T. 
Wolfe, executive vice president, and J. H. 
Purdy, manager, customer relations de- 
partment, spoke for the power company; 
L. M. Smith, assistant vice president, and 
N. Page Worthington, general commer- 
cial manager, for the telephone company ; 
and D. M. Pratt, president, and C. B. 
Slaughter, director of public relations, for 
the transit company. 

Significantly, most questions asked by 
the Baltimore teachers, after attentive 
listening, had the customer angle. They 
wanted to know when services would be 


extended into new neighborhoods; about 
rates as compared with other cities, the 
kind of service being rendered especially 
in transit, various company rules such as 
requiring deposits with service applica- 
tions—all things on the customers’ minds 
that make for good will or ill will. 

One teacher asked, “How may an ordi- 
nary citizen become a stockholder in a 
public utility enterprise?” Indicating that 
no explanation explains everything. 


| anda participating in this Balti- 
more clinic were convinced that, re- 
gardless of the good job done in service, 
much more remains to be done in explain- 
ing the business. The public views the in- 
dustry in a cloud of misconceptions, 
prejudices, fables, fears, and suspicion. 
“Getting them out for an airing, this 
way,” was the feeling, “is a better way 
of doing a better job of explaining.” 








Aids to the Teacher in Telling the Story 
Of Electric Service 


F special assistance to utility companies seeking to inform their 

younger consumers about the real story of public service, there 
are many publications directed to sons and daughters of their 
regular customers. The younger set has, for some time, been the 
recipient of company literature in comic-book format, telling about 
the inventions of Edison, the dangers of kite flying near power 
distribution lines, and the chances favoring service interruptions if 
young rifle enthusiasts insist upon aiming at the company’s high 
lines. These have been augmented by a new, more seriously pre- 
sented, literature aimed at the high and junior high school students 
of general science classes. 

Among these recent booklets are: (1) “Electricity, the Heart of 
Modern Living,” published late last year by Connecticut Light & 
Power Company, and (2) “Living with Electricity—a supplemen- 
tary course on electricity especially designed for students of the 
9th grade level.” The latter booklet is a product of a committee of 
Dayton, Ohio, public school science teachers working in co-opera- 
tion with The Dayton Power & Light Company. 
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Electric Power Supply 
In Great Britain 


ParT I. 
Since 1948 the electric utility system of Great Britain 
has been taken over and operated by a central govern- 
ment authority. It functions under the control of the 
British Minister of Fuel and Power. It is probably the 
most recent example of a wholesale expropriation of a 
nation’s major public utility service. 


By ERNEST R. ABRAMS* 


NDER the provisions of the Elec- 

tricity Act, adopted by the British 

Parliament in 1947, the British 
Electricity Authority and 14 area elec- 
tricity boards took over from private and 
public holders on April 1, 1948, the owner- 
ship and operation of the electric supply 
industry throughout Great Britain, except 
for the north of Scotland, and some non- 
statutory electric producers whose com- 
bined output was less than one per cent of 





*Financial writer, resident in New York, New 
York. For additional note, see “Pages with the 
Editors.” 
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the total public supply. The Central Au- 
thority, which is just another name for 
the British Electricity Authority and 
whose administrative officers are appointed 
by the Minister of Fuel and Power, owns 
and operates the generating stations and 
the interconnecting network of main trans- 
mission lines, which are officially known as 
the grid. It supplies the energy require- 
ments of the area boards and exercises a 
general control over them. To facilitate 
local management and operation, the au- 
thority has divided its system into 14 gen- 


ELECTRIC POWER SUPPLY IN GREAT BRITAIN 


erating divisions, whose areas correspond 
in general with those of the area boards. 

The 14 area electricity boards are also 
statutory corporations, whose officers like- 
wise are appointed by the Minister of Fuel 
and Power. They are responsible for plan- 
ning the expansion of their area systems 
and for the distribution of power to con- 
sumers. For this purpose, ownership and 
management of the regional distribution 
systems are vested in them. The area 
boards buy their full power supplies from 
the authority, which supplies are delivered 
either directly from generating plants or 
from points along the grid. This arrange- 
ment now covers the whole of England, 
Wales, and Scotland, except for the north 
of Scotland where the North of Scotland 
Hydro-Electric Board is responsible for 
generation, transmission, and distribution 
of power under the Hydro-Electric Devel- 
opment Act of 1943, as amended by the 
Electricity Act of 1947. In addition to sup- 
plying its own district, some surplus power 
is delivered to the South East Scotland 
and the South West Scotland area boards 
of the BEA. A plan now under considera- 
tion would extend the activities of the 
North of Scotland Hydro-Electric Board 
to both the southeast and southwest Scot- 
land areas, thereby placing the whole of 
Scotland under its control and confining 
the activities of the BEA solely to England 


and Wales. 
Ge BEA area board setup in Great 
Britain corresponds more closely to 
the Tennessee Valley Authority and its 
distributing municipalities and co-opera- 
tives than to any other publicly owned 
electric supply system in this country, in 
that the top agency owns the generation 
and transmission facilities, while the dis- 
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tributing agencies own their local delivery 
systems. In addition, both of them make 
payments in lieu of taxes, although the 
British are a bit more generous in their 
contributions. During the fiscal year ended 
June 30, 1953, TVA paid in lieu of taxes 
$3,418,110, equivalent to 3.3 per cent of 
its electric operating revenues. During the 
fiscal year ended March 31, 1953, the 
BEA and its area boards paid $40,340,000 
in lieu of taxes (rates, as the British call 
them), equivalent to a little more than 4.8 
per cent of operating revenues. 


B" the similarity between the two sys- 

tems ends there. For one thing, the 
BEA does not sell large blocks of power di- 
rectly to heavy-consuming industries. And 
for another thing, the Electricity Act of 
1947 requires both the BEA and the area 
boards to “pay their own way, taking one 
year with another,” which means that, like 
municipal power systems in the United 
States, they must pay interest on the funds 
invested in their facilities, which have been 
borrowed from the public. Edison Elec- 
tric Institute has calculated that, at the 
average rate paid by the U. S. Treasury on 
outstanding federal interest-bearing bonds 
and certificates during the 1953 fiscal year, 
the cost to the taxpayers of interest on the 
funds advanced to TVA was $34,500,000 
during that 12-month period alone. To 
be sure, TVA did pay a net sum of $667,- 
395 in interest on its bonds held by the 
Treasury, less certain minor interest re- 
ceipts, but this still left the taxpayers hold- 
ing the bag to the extent of $33,800,000 
during the 1953 fiscal year. 

But during the fiscal year ended March 
31, 1953, the British Electricity Author- 
ity and its area boards made combined in- 
terest payments on nearly $2.9 billion of 
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outstanding bonds (the British call them 
“stock” ) and bank money borrowed in an- 
ticipation of permanent financing of more 
than $79,600,000, or around 9.8 per cent 
of their aggregate gross operating reve- 
nues for the period. 


RITING on “Five Difficult Years” in 

the December, 1953, Electricity Sup- 
plement of the London Times, Sir Henry 
Self, deputy chairman of the British Elec- 
tricity Authority, said, in part: 


A program of this magnitude involves 
a serious burden of capital charges (de- 
preciation and interest). This is made 
heavier by the comparatively low ratio 


TABLE I 
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of revenues to capital peculiar to this 
industry. . . . Initially the industry was 
able to borrow by way of “‘stock”’ issues 
at 3 per cent. The rate of interest rose 
to 34 per cent on the issue made in 1950, 
and with the change in monetary policy 
in late 1951, the authority had to pay 
44 per cent on their subsequent issues. 
... During 1952-53 the average rate of 
interest payable by the authority rose 
from 3.08 per cent to 3.37 per cent— 
or in terms of annual expenditure an 
additional $7,000,000 over what the 
charge would have been had the rate 
remained the same as in the preceding 
year. The following table shows the 


COMBINED OPERATING RESULTS OF THE BRITISH ELECTRICITY 
AUTHORITY AND THE AREA ELECTRICITY BOARDS 
FOR THE FISCAL YEAR ENDED MARCH 3], 1953 


Revenues 
Sales of Electricity 
Sales of Steam 


PS EI 
Public Lighting Maintenance ............. 


CO ee eee ers ere ereeeeee 


eeee 


Loss on Contracting and Sales of “Fittings” .. 


Income from Subsidiaries 
Rents and Other Income 


Total Revenues 


Expenditures 
Power Generation and Purchase 
Main Transmission Costs 
Distribution Costs 
Customer Services 
Meter Reading, Billing, and Collecting 
Administrative and General 
Training—Safety and Welfare 
Research 


Ey SS a ae 


Changing Customer Appliances 
Payments in Lieu of “Rates” (Taxes) 
Depreciation 
Write-off of Intangibles 


SO EEE CCL aaachbhceGbnbsesna esses 


Financing Expense 
Total Expenditures 
Balance (Net Earnings) 
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$ Per Cents Per 
Million Cent KWH 
799.70 97.92 1.485 
1.46 0.18 0.0035 
8.67 1.07 0.016 
4.40 0.53 0.008 
(3.22) (0.05) (0.001) 
0.08 0.01 _— 
2.74 0.34 0.006 
813.83 100.00 1.494 
380.80 46.63 0.697 
5.15 0.63 0.010 
65.27 7.99 0.119 
29.96 3.67 0.055 
22.82 2.79 0.041 
30.71 377 0.056 
9.18 1.12 0.017 
0.39 0.05 0.001 
5.46 0.67 0.010 
2.11 0.26 0.003 
40.34 4.82 0.073 
121.16 14.84 0.222 
1.96 0.24 0.003 
79.69 9.76 0.146 
2.16 0.26 0.004 
797.16 97.50 1.457 
16.67 2.50 0.037 
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relative burden of capital charges in the 
first five years of nationalization (re- 
duced to percentages of the first year) : 


Year Year 
1948-49 1952-53 
Depreciation, etc. ......... 100 141 
MTHEROSE ELCs: 4.0566: di0%s vista seis 100 179 
11 217 ORES Seer ae Pee 100 154 
Kilowatt-hours Sold ...... 100 134 
Cost Per Kilowatt-hour Sold 100 116 


Although not wholly comparable since 
calendar years and data for private power 
companies alone are used, it is interesting 
to note that the average weighted yield on 
new electric and gas utility bonds sold to 
provide additional capital for utilities in 
the United States rose from 2.79 per cent 
in 1947 to 3.36 per cent in 1952 and that 
the average weighted yield on preferred 
stocks of all types of utilities rose from 
4.08 per cent in 1947 to 4.71 per cent in 
1952. Likewise, the average weighted yield 
of all bonds of all classes of private Ameri- 
can utilities, whether new issues or pre- 
viously outstanding, rose from 3.06 per 
cent in 1947 to 3.20 per cent in 1952, but 
the average yields on the best quality of 
utility preferred stocks dropped from 4.04 
per cent to 4 per cent and those of the best 
quality of utility common stocks declined 
from 5.21 per cent to 5 per cent in the 
same 5-year period. Furthermore, depre- 
ciation accruals of private power compa- 
nies in the United States rose 51 per cent 
between 1947 and 1952, interest and simi- 
lar fixed charges rose 32 per cent, total 
capital costs (as defined by Sir Henry 
Self) rose 43 per cent, and the volume of 
kilowatt-hours sold rose 57 per cent. But 
the cost of these charges per kilowatt-hour 
sold dropped 22 per cent. 


M°’== has been accomplished in the ex- 
pansion of electric supply and its 
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availability to consumers since nationaliza- 
tion began in 1948. Over 61.6 billion kilo- 
watt-hours were generated in the author- 
ity’s power plants in the 1952-53 year, 4 
per cent more than in the preceding year, 
and a rise of 47.3 per cent since April 1, 
1948, or “vesting day” as the British call 
it. Moreover, generation in the 1952-53 
year was two and a half times as great as 
before the war. The number of consumers 
at the end of the fifth fiscal year was near- 
ly 13,900,000, or 3.2 per cent more than a 
year earlier, 19 per cent more than at vest- 
ing day, and nearly 4,000,000 more than 
at the close of 1939. Energy sales to con- 
sumers exceeded 52,250,000,000 kilowatt- 
hours in the 1952-53 year, a boost of 3.7 
per cent over the preceding year, bringing 
the total increase for the five years of na- 
tionalization to 47.2 per cent and to two 
and a half times more than before the war. 
Roughly, half these sales were made to in- 
dustrial consumers, a third to domestic cus- 
tomers, and an eighth to commercial users. 

Combined revenues of the authority and 
the area boards for the 1952-53 year 
totaled $816,810,000, of which 97.9 per 
cent was derived from electric sales to con- 
sumers, while combined operating and 
other costs including fixed charges (ex- 
penditures in British terms) totaled $796,- 
240,000. The combined operating results 
of the authority and the area boards are 
presented in Table I, page 312. While 
some of the entries may sound a bit queer 
to American utility operators and analysts, 
they will be recognized for what they are. 


URING the 1952-53 fiscal year, the 
combined capital outlays of the au- 
thority and the area boards totaled $430,- 
810,000, of which almost 62.6 per cent 
was incurred by the authority alone. About 
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TABLE II 


me 7% CONSOLIDATED BALANCE SHEET OF THE BEA 
THE AREA BOARDS AS OF MARCH 31, 1953 
(In Millions of Dollars) 


Assets 
Fixed Assets, Less Depreciation and Other Capital Provisions .. 


Net Investments 


North of Scotland Hydro-Electric Board 


Current Assets 


Intangibles—Stock Discount, Debt Expense, Surplus, etc. ........ 


Total Assets 


ee ee ry 


ee ey 


ee es 


$2,351.9 


od 








Liabilities 
British Electricity Stock, Obligations to Local Authorities, 


Mortgages, and Other Loans 
Reserves Other Than Depreciation 


Current Liabilities, Including Temporary Bank Loan of $258,538,000 





85 per cent of the authority’s capital ex- 
penditures was for power plant construc- 
tion or the increase of generating capacity 
of existing plants and the balance went for 
extensions of the grid. The gross book 
value of the fixed assets of the authority 
and the area boards on March 31, 1953, 
was $4,023,210,000, of which 41.5 per 
cent had been written off through depre- 
ciation accruals and other provisions, leav- 
ing a net value of fixed assets of $2,351,- 
920,000. A condensed consolidated balance 
sheet of the authority and the area boards 
as of March 31, 1953, is shown in Table 
II above. 
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At March 31, 1953, the authority owned 
285 generating stations with a total in- 
stalled capacity of 17,156,767 kilowatts 
and a total output capacity of all plants in 
service of 15,535,000 kilowatts. The maxti- 
mum output capacity was less than the in- 
stalled capacity, owing to certain limita- 
tions on output imposed by technical con- 
siderations and to use within the stations 
of a part of the power produced. Com- 
pared with the preceding year, the net in- 
crease in output capacity was 1,321,000 
kilowatts or 9.3 per cent, and compared 
with vesting day it was 4,264,000 kilowatts 
or 37.8 per cent. Because of the shortage 
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of generating equipment in Great Britain, 
it was necessary to retain in service many 
generating sets and boilers which were old, 
small, and expensive to operate. More than 
40 per cent of the steam-driven generating 
sets, representing 15.2 per cent of such 
generators, and more than 40 per cent of 
the boilers, representing 13.0 per cent of 
total boiler capacity, were twenty-five 
years old or more. 


HE rate of installation of new gen- 

erating and plant capacity increased 
rapidly from 340,000 kilowatts in 1947, 
the calendar year before vesting day, to 
566,000 kilowatts in 1948, to 965,000 kilo- 
watts in 1950, to 1,113,000 kilowatts in 
1951, and to 1,539,000 kilowatts in 1952. 
Although the generating capacity added 
in 1952 was the highest ever recorded in 
Great Britain for any calendar year, the 
total amount installed to the end of 1952 
was substantially below the amount orig- 
inally planned with 2,614,000 kilowatts 


first scheduled for the 1948-52 calendar | 


years still awaiting construction and in- 
stallation. This was due in part to postwar 
economic conditions but more to the need 
for increased exports, which restricted the 
amount of equipment manufacturers were 
permitted to deliver to British power 
plants. 

New generating capacity brought into 
service in 1952-53 was distributed among 
35 stations, including seven large new sta- 
tions brought into operation for the first 
time. Equipment with an output capacity 
of 95,000 kilowatts was retired during the 
year due to obsolescence. At the end of the 
year, 34 new power plants and 52 exten- 
sions of existing plants were under con- 
struction or planned to be completed by 
the close of 1957, which would add 9,440,- 
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000 kilowatts of capacity. Power plant 
construction approved during the year 
would require an outlay of $268,800,000. 
The bulk of the new generating plant now 
being built consists of 30,000- and 60,000- 
kilowatt turbogenerators and those already 
installed have made a significant contribu- 
tion to over-all thermal efficiency, which 
has risen from 20.87 per cent in 1947-48 
to 22.72 per cent in 1952-53 with a coal 
saving of 7,250,000 tons since vesting day. 
The average delivered cost of coal per ton 
increased 5.1 per cent during the 1952-53 
year and the average bus bar cost of power 
rose from 0.6158 cents to 0.6317 cents per 
kilowatt-hour. 


i p< authority’s grid system as of 
March 31, 1953, was comprised of 
4,682 route miles (6,471 circuit miles) of 
main transmission lines and cables, of 
which 4,174 miles are operated at 132,000 
volts and the balance at 66,000 volts or 
lower. The grid system contained 299 sub- 
stations with 18,939,250-kilovolt amperes 
of transformer capacity. The first section 
of the 275,000-volt supergrid—41 miles— 
was in operation throughout the entire 
year and work progressed on other sec- 
tions, but slower than had been anticipated 
because of difficulties in obtaining neces- 
sary steel. The estimated cost of further 
sections approved for construction was 
$39,600,000, bringing the total cost of all 
sections approved to the end of the year to 
$96,600,000. 

The cold weather of the 1952-53 winter 
was more remarkable for its duration than 
for its severity. Starting with early Sep- 
tember, it continued almost without a break 
until February and thereafter periods of 
milder weather alternated with cold spells. 
The maximum demand supplied during the 
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year was 13,547,000 kilowatts on Decem- 
ber 20, 1952, but the maximum potential 
demand was 14,850,000 kilowatts on De- 
cember 15th. Despite the reduced rate of 
increase of demand and the record amount 
of new generating capacity installed, op- 
erating conditions on the grid were diffi- 
cult during the year because of the short- 
age of plant, which was estimated at 1,- 
549,000 kilowatts, equivalent to 10 per 
cent of the maximum potential demand. 
However, if the weather had been ex- 
tremely cold and there had been no load 
spreading by industrial and commercial 
users, it is estimated the shortage would 


duction by disconnection of supply was 
necessary on nine occasions in 1952-53, 
compared with 79 in the preceding year. 
In the April-September months, disconnec- 
tion occurred three times, compared with 
73 times in the previous summer, but in 
each winter (October-March) disconnec- 
tion occurred on six occasions. Of the 
total of 17,156,767 kilowatts of installed 
capacity at the end of the 1952-53 year, 
16,910,191 kilowatts were in steam plants, 
73,752 kilowatts in internal combustion 
engines, and 172,823 kilowatts in hydro 
plants. During that year the BEA was the 
largest single consumer of coal in Great 


have been 2,400,000 kilowatts. Load re- Britain. 


Part II of this article will appear in the next tssue of the ForTNIGHTLY. 











The Ideal Balance of an Enterprise Economy 


we gee security and economic progress are not incompatible 
but are closely related. The more effectively our system func- 
tions and provides a high level of employment, the less need there 
will be for welfare aids. So the emphasis should be placed on mak- 
ing our economy tick. Toward this end, there must be awards for 
risk taking so that there is an adequate flow of funds back into 
business. Human nature being what it is, the prospect of individual 
reward based upon contribution to society 1s the mainspring of 
progress, and the release of individual energy under such a stimulus 
1s the most creative force in the world. A favorable climate must 
be maintained for free enterprise, as is now being fostered by 
the present administration, so that business can face the future 
with confidence and faith, and thus be impelled to embark upon 
risk-taking ventures that provide the dynamics of our economic 
progress.” 

—Excerrt from New England Letter, 

published by First National Bank 
of Boston. 
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XUM 


Washington and 


the Utilities 


REA Shift Worries NRECA 


HE National Rural Electric Co-opera- 

tive Association jumped the gun with 
a vengeance on the forthcoming recom- 
mendations to the Hoover Commission of 
its Task Force on Lending Agencies. At 
its recent thirteenth annual convention in 
Atlantic City, the NRECA unleashed a 
resolution scathingly attacking what it 
claims will be the task force’s recommenda- 
tions on the future organization and op- 
eration of the Rural Electrification Ad- 
ministration. This recommendation is still 
a closely guarded secret document—not 
yet released by the Hoover Commission, 
much less approved by it. 

But the NRECA seemed to know all 
about it and condemned it in advance as 
a document “full of misstatements and 
half-truths,” “a propaganda document as 
vicious as we have ever examined,” pre- 
pared for the purpose of scuttling the 
REA electric program and destroying 
competition in the electric industry. The 
resolution called upon Congress to reject 
the report in its entirety and “expose its 
authors for what they are, tools of the 
moneylenders and the power monopoly.” 

The fear that the Hoover Commission 
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might eventually recommend abolition of 
REA and propose its replacement by a 
federal lending corporation similar to the 
old Reconstruction Finance Corporation, 
seemed to dominate the NRECA’s critical 
blast. Such a corporation, the NRECA 
resolution said, would be compelled to 
raise funds for rural co-ops from private 
money sources and to charge interest rates 
high enough to cover the cost of private 
borrowing, plus the cost of administration. 
Such a rate would, of course, be higher 
than the present interest rate of 2 per cent 
on REA loans. (The resolution mentions 
rates as high as from 4.5 per cent to 6 


per cent.) 


RECA claims that such a corporate 

form of operation would “rob the 
Congress and rural people” of control over 
the banker of the rural electric systems by 
placing a board of directors between the 
people and the Congress. The resolution 
added: 


Our experience with such appointive 
groups has not been good in the face 
of the manner in which the SEC and 
the FPC have ceased to serve the peo- 
ple but serve, instead, the vested inter- 
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ests they were created to control in the 
public interest. 


And so, on and on, in an equally calm 
and dispassionate tone, the NRECA final- 
ly ended on a demand that Congress re- 
pudiate in advance something not yet sug- 
gested. 

While it is likely that the Hoover task 
force will recommend a more realistic in- 
terest rate than the present subnormal 2 
per cent, it may not propose any specific 
rate, and probably not one so high as 4.5 
to 6 per cent. Such an interest rate would 
seriously slow down REA loan operations 
in both the rural electric and telephone 
fields. It would probably never get the ap- 
proval of the present Congress. But it 
would certainly furnish more political am- 
munition for the antiutility barrage which 
the public power bloc Democrats in Con- 
gress are continuing against the admin- 
istration. 

In view of the political realities of the 
situation, therefore, it is unlikely that the 
Eisenhower administration would go along 
with such a proposal even if the task force 
recommended it and the Hoover Commis- 
sion finally approved it. As a matter of 
fact, so far, both the administration and 
REA have disapproved any increase in 
REA interest rates. 

But it could be that the NRECA reso- 
lution might be the reflection of a familiar 
Washington merry-go-round maneuver of 
setting up straw men and knocking them 
down with heroic gusto. We will have to 
wait until the task force report is finally 
out, in order to find out just what all the 
shouting is about. 


¢ paw NRECA resolutions called for 
(1) $252,000,000 in electric loan 
funds for fiscal 1956 and $125,000,000 in 
telephone loan funds; (2) a federal Hell’s 
Canyon dam in Idaho; (3) deletion of loan 
formulas from the REA Act; (4) addi- 
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tional funds for the Southeastern and 
Southwestern Power administrations, in- 
cluding funds for transmission lines from 
the government’s Clark Hill dam in Geor- 
gia; (5) cancellation of the Dixon-Yates 
contract by the AEC, or denial of appro- 
priations for the same; and (6) amend- 
ments of the Atomic Energy Act directing 
the AEC to co-operate with REA and the 
rural co-ops to make possible full partici- 
pation by these co-ops in the atomic energy 
program. 

REA would have to budget its funds 
for that purpose. 


. 
Another Producer Exemption 


Bill 
rea Hale Boggs (Demo- 
crat, Louisiana) introduced the third 
bill in the present Congress to exempt the 
sale of natural gas by independent pro- 
ducers from jurisdiction of the Federal 
Power Commission. The Boggs Bill is 
HR 4168 and is similar to earlier bills by 
two Texas Democrats, the Rogers Bill 
(HR 3703) and the Ikard Bill (HR 
3902). All have been referred to the House 
Interstate Commerce Committee, where 
hearings are scheduled to start in late 
March. Representative Boggs said his bill 
is designed to make sure that the Natural 
Gas Act of 1938 is administered in the 
manner intended by Congress. 
“Certainly the price-fixing power was 
never intended to be granted to the Fed- 
eral Power Commission,” Representative 
Boggs said. “Natural gas is a commodity 
that is produced, owned, and sold just as 
any other commodity. The production and 
transmission of natural gas has been de- 
veloped in the most part by small inde- 
pendent operators. For the government to 
subject these operators to price fixing 
when any similar commodity is unre- 
stricted is unprincipled.” 


WASHINGTON AND THE UTILITIES 


Representative Boggs’ bill specifies that 
the commission shall have no jurisdiction 
over sale of natural gas at or prior to the 
point it is delivered into interstate com- 
merce. 

¥ 


The Fuel Report 


Rrers a 5-month study of fuel prob- 
lems, the President’s Committee on 
Energy Supplies and Resources Policy on 
February 26th recommended that federal 
control over natural gas begin when it 
entered interstate pipelines and not at the 
wellhead. The proposal was in conflict 
with a Supreme Court decision last June 
that fixed the responsibility for federal 
regulation at the wellhead. 

The committee, which is headed by 
Arthur S. Flemming, Director of the Of- 
fice of Defense Mobilization, and com- 
posed of seven Cabinet members, also 
took note of the “serious unemployment 
and business distress” in the coal indus- 
try. It proposed that an intense study of 
that industry’s problems be made. It also 
advanced the proposal that freight rates 
on coal be adjusted to make them more 
equitable. 

In its finding on the point where fed- 
eral control of natural gas should be as- 
serted, the committee found itself in di- 
rect opposition to the Supreme Court. The 
court, deciding a suit by the state of Wis- 
consin against the Phillips Petroleum 
Company, asserted that the Federal Pow- 
er Commission’s jurisdiction over natural 
gas to be shipped in interstate commerce 
began at the wellhead. The committee 
made no mention of the Supreme Court 
ruling, but it said: 

In the production of natural gas it is 


important that sound conservation prac- 
tices be continued. This area of con- 


servation management is under the. 


jurisdiction of state conservation com- 
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missions. In the interest of a sound fuel 
policy and the protection of the national 
defense and consumer interests by as- 
suring such a continued exploration for 
and development of adequate reserves 
as to provide an adequate supply of nat- 
tural gas, we believe the federal gov- 
ernment should not control the produc- 
tion, gathering, processing, or sale of 
natural gas prior to its entry into an 
interstate transmission line. 


| ee jurisdiction would continue in 
the sale of the natural gas to a whole- 
sale distributor in any state but not the 
resale of the gas to ultimate consumers. 
The latter function, the committee held, 
is a responsibility of public utility authori- 
ties within the state. 

There was no suggestion how the com- 
mittee could make its recommendations 
effective in the light of the Supreme 
Court’s stand. But Senator Monroney 
(Democrat, Oklahoma), who praised the 
committee’s finding, predicted Congress 
would act soon. 

“This endorsement,” he said, “should 
convince Congress that legislative correc- 
tion of the Supreme Court at this session 
is absolutely necessary.” His Democratic 
colleague, Senator Robert S. Kerr of 
Oklahoma, called the report “very con- 
structive.” 

Another Democrat, Senator Estes Ke- 
fauver of Tennessee, took issue, however. 
He called the committee’s finding on fed- 
eral regulation of natural gas “‘bad medi- 
cine for consumers.” He said: 


The weasel-worded section on nat- 
ural gas means that the White House is 
giving administration backing to what 
amounts to a repeal of the Supreme 
Court decision in the Phillips Case. This 
means that consumers had better get 
ready for more millions on their gas 
bills. 
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High Lights of 1954 
REA Report 


HE report of the REA Administra- 

tor to the Secretary of Agriculture, 
released last month, on REA activities for 
1954 contains some interesting informa- 
tion on progress of the rural telephone 
loan program. REA loans during the year 
totaled $241,800,000, the highest since 
1951. The $74,700,000 in telephone loans 
is the highest for any year since the tele- 
phone program began in October, 1949, 
and nearly double the amount loaned the 
preceding year. Telephone borrowers com- 
pleted more dial exchanges, built more 
miles of new line, and connected more sub- 
scribers than during the four previous 
years combined. By June 30, 1954, REA 
had made loans to 279 borrowers for the 


improvement and extension of telephone 


service in rural areas in 42 states. 

Some of the telephone borrowers were 
experiencing difficulty in meeting their 
debt payments on time, the report states, 
primarily because the deferment period on 
their notes was not long enough to get 
their systems on the anticipated revenue- 
producing status before they entered the 
amortization period on their loans. In some 
instances, deliveries on central office equip- 
ment were delayed many months beyond 
expectations. Specialized assistance was 
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given to delinquent borrowers and steps 
were taken to relieve the debt service bur- 
dens of those borrowers who were not 
in a position to meet their interest and 
principal payments as these became due, 
because of unavoidable delays in construc- 
tion and delivery of central office equip- 
ment. 

REA developed working relationships 
with the associated Bell system companies 
and segments of the independent telephone 
industry, the report continues, in behalf 
of providing lower-cost extended area 
service contracts and other connecting 
company agreements. REA also partici- 
pated in a number of industry activities 
and technical developments aimed at pro- 
ducing equipment and supplies more 
adaptable to rural telephone service. At- 
tention was given during the year to 
changes in requirements and design of 
rural telephone systems, which will re- 
duce the telephone system investment and 
the rates to rural subscribers. The equity 
requirements for commercial companies 
were revised to encourage wider partici- 
pation in the rural telephone program. 


HE more important actions taken dur- 

ing the year to improve administra- 
tive management and man-power utiliza- 
tion in REA’s telephone program were as 
follows : 


WIRE AND WIRELESS COMMUNICATION 


(1) The preloan engineering procedure 
in the telephone program was changed to 
have the borrower’s consulting engineer 
complete the area coverage survey and 
engineering design prior to approval of 
a loan. This change permits the consult- 
ing engineer and REA to determine con- 
struction costs and loan feasibility more 
accurately and it is expected to reduce sub- 
stantially the time between start of a loan 
application and the completion of con- 
struction. 

(2) Preloan procedure manuals for 
both co-operative and commercial tele- 
phone borrowers were completely revised 
and simplified to make them more useful 
to prospective loan applicants and to re- 
duce the time required of REA field rep- 
resentatives in explaining the various 
phases of the program to applicants. 

(3) REA was instrumental in getting 
several of the major telephone companies 
to reduce the cost of extended area serv- 
ice and to standardize contracts to all REA 
borrowers within their service areas. The 
provision of standard contracts substan- 
tially reduces the amount of administra- 
tive attention that REA must give to these 
phases of the loan program. 

(4) REA conducted engineering train- 
ing programs during the year for its own 
telephone program employees and for pri- 
vate consulting engineers to keep them 
abreast of the latest developments. Train- 
ing programs were also conducted for ad- 
ministrative and engineering trainees. 

(5) The transfer of economic func- 
tions, telephone equity determination, and 
plant valuation functions from the office 
of the Administrator to the telephone op- 
erations and loans division has simplified 
the loan processing activity and substan- 
tially expedited the program. 

(6) The Telephone Operations Manual 
was revised and expanded, and REA ex- 
panded its technical assistance to telephone 
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borrowers in behalf of organizing and de- 
veloping more efficient operating units. 


é " N the case of new telephone co-opera- 

tives, it is obvious that appropriate 
business organization and effective man- 
agement must be a part of a financing pro- 
gram,” the REA report states. This is true 
also in the case of those commercial com- 
panies where consolidations, acquisitions, 
and expansions must take place in order to 
provide an efficient operating unit. The 
report continues : 


Historically, a substantial segment of 
the independent telephone industry, par- 
ticularly the smaller companies, has not 
enjoyed adequate financing nor ade- 
quate management. Many of the smaller 
systems have lived from hand to mouth, 
consuming their capital in lieu of set- 
ting aside reserves for depreciation. 
These companies have not established 
accounting practices upon which to base 
effective management. REA loans for 
the improvement and expansion of such 
enterprises must necessarily involve the 
development of accounting practices 
and management and operating tech- 
niques that will assure loan security. 


The provision of initial accounting as- 
sistance to borrowers, in establishing ac- 
counting practices in keeping with regu- 
latory commission requirements, has been 
a fundamental part of REA’s manage- 
ment program, the report emphasizes. To- 
gether with the essential accounting for 
expenditure of loan funds, this has neces- 
sitated a slight expansion in telephone ac- 
counting personnel. The importance of 
maintaining accurate records as a manage- 
ment tool is continually being stressed. 
During the year REA adopted a policy 
of requiring all telephone borrowers to en- 
gage certified public accountants for their 
own general audits. 
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New Telephone Co-op 
Group Launched 


er rural telephone co-operative as- 
sociation was formally launched at 
the annual convention of the National 
Rural Electric Co-operative Association 
in Atlantic City last month. The new as- 
sociation is an offshoot of the NRECA 
and ostensibly independent of the mother 
organization. It is the outgrowth of a reso- 
lution passed at NRECA’s 1954 conven- 
tion, which called for the formation of a 
national association of rural telephone co- 
operatives along the lines of the NRECA 
itself. 

An organizational meeting was held 
last spring and its work was approved at 
last month’s convention. 

The new association, which is called the 
National Telephone Co-operative Associa- 
tion, will probably have its own Wash- 
ington headquarters. There had been some 
thought that the new organization could 
work out arrangements for sharing 
NRECA’s headquarters in Washington. 
But the executive board of NRECA evi- 
dently decided it would be wiser if the 
new organization established itself inde- 
pendently. 

Membership in the new group will be 
restricted to telephone co-operatives and 
other nonprofit telephone groups. The 
members will be assessed at 10 cents per 
telephone annually, with a minimum of 
$10 a year and an initiation charge of 
$25. 

The country has been divided into 
ten regions, each of which may ultimately 
be represented by a director. 

The president of NTCA is Riggs Shep- 
perd, former REA aide, who has more 
recently been associated with rural co-op- 
erative operations in Texas. The vice presi- 
dent is Glenn Bergland of Thompson, 
Iowa; and secretary-treasurer, Carol Clag- 
gett of Bethel, Missouri. 
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Court Rules out FCC Limits on 
TV, Radio Ownership 


HE FCC may not set a flat limit on 

the number of radio or television 
broadcast stations which may be owned 
by the same interests. This was the ruling 
of the U. S. court of appeals for the Dis- 
trict of Columbia, handed down late last 
month. The court held that the FCC must 
grant every applicant for a new station 
license a hearing—no matter how many 
stations are already owned. The commis- 
sion may not use an arbitrary figure to 
confine “multiple”-station ownership to a 
limited number as it does now, the court 
said. 

FCC “multiple ownership” rules bar a 
person or company from holding an in- 
terest in more than seven TV stations and 
more than seven radio stations. Not more 
than five of the TV stations can be in the 
common VHF (very high-frequency) 
range with the other stations in the total 
of seven required to be in the UHF (ultra- 
high-frequency) range. 

“The selection of a certain number, such 
as five or seven, as a maximum beyond 
which no multiple owner will be per- 
mitted to go regardless of what he may 
be able to show in his own behalf,” is con- 
trary to the provisions of the Federal Com- 
munications Act, the appeals court de- 
clared. The specific case on which the ap- 
peals court ruled only had to do with the 
commission’s rule for television stations. 
But the court clearly said that its decision 
also applied the FCC’s multiple ownership 
rules for AM and FM radio stations. 

“Tt is conceivable,” the court held, “that 
in some circumstances, common ownership 
of even five television stations, though per- 
mitted by the challenged rule, might be 
undue concentration of control; while in 
other circumstances, common ownership 
of a greater number might be compatible 
with the public interest.” 


XUM 


Financial News 
and Comment 


By OWEN ELY 


The British Program of 
Nuclear Power 


HE British government appears to 

have stolen a march on our own 
Atomic Energy Commission by formulat- 
ing a definite long-term “program” of 
nuclear power development. Details have 
been made available in the White Paper 
recently presented to Parliament by the 
Minister of Fuel and Power, copies of 
which may shortly be obtainable from the 
British Information Services at 30 Rocke- 
feller Plaza, New York city. 

England is, of course, in a different 
position from the United States with re- 
spect to fuel costs and supply. Coal pro- 
duction is declining, there is no natural 
gas, and oil must be imported. With fur- 
ther increases in the cost of coal mining 
probable, and the younger generation re- 
luctant to become miners, nuclear energy 
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is the logical solution of Britain’s power 
problem. Since the government owns and 
operates the electric utilities, it can move 
into this field more easily than our gov- 
ernment can do. However, the program 
as forecast for the next decade will be 
merely provisional and “at each stage final 
decisions will not be taken until the last 
possible moment so that new technical de- 
velopments can be used to the fullest 
advantage.” 

During the next decade, England plans 
to bring two types of reactors into use 
on a commercial scale. The first type will 
be similar to those now being construct- 
ed at Calder Hall — gas-cooled graphite- 
moderated thermal reactors using natural 
or slightly enriched uranium. The first 
improved models are expected to be ready 
for operation in about six years, and the 
later models are expected to show a con- 
siderable advance in efficiency. The first 
reactors will produce plutonium. 


HE second type of reactor to be built 
later will be a liquid-cooled thermal 


reactor which would be more expensive 
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to operate at present because of the more 
complicated technique. However, with 
further development the liquid-cooled re- 
actors should be able to give a much 
higher heat rating than the gas-cooled re- 
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actors for the same capital cost, and even- 
tually may prove more economical to oper- 
ate. These later reactors would need 
enriched fuel and hence could use (in 
conjufiction with natural uranium) the 
plutonium produced in the earlier reactors. 
The first of these liquid-cooled reactors 
might be ready for operation in about 
ten years. Potential developments antici- 
pated in the second decade might be the 
following: Thorium might be used as an 
alternative fuel and homogeneous and fast 
breeder reactors might be developed. This 
entire program appears to contemplate ex- 
perimental development work in England 
over a period of one or two decades which 
the AEC is anxious to accomplish in the 
U. S. during a 5-year period, with the co- 
operation of the electric utilities. 


HE section of the White Paper on 

“probable cost of nuclear power”’ is of 
special interest. The Calder Hall station, 
designed to produce fissile material for 
military purposes as well as electricity, 
will cost £15-20,000,000 (about $42-$56,- 
000,000). A new station costing the 
same amount might have an electrical out- 
put of 100-200,000 kilowatts, with an 80 
per cent load factor and a life of perhaps 
ten to twenty years. Cost of the initial 
inventory of fabricated uranium is esti- 
mated at about £5,000,000, or $13,000,- 
000; it would last about three to five years, 
making the annual “fuel” bill about 
$3,000,000. This cost should be consider- 
ably lower in later years, however. Each 
ton of uranium is considered the heat 
equivalent of 10,000 tons of coal. The by- 


Coal cost, including handling ....... 
Other costs, including interest and depreciation ............. 





product, plutonium, will be valuable not 
only as a concentrated fissile material but 
also as a future fuel in later-type power 
stations. 


a assigned value for plutonium as 
a by-product in the early stages of 
the program would thus mean a lower net 
operating cost for the early reactors, but 
would theoretically mean a heavier fuel 
charge for the later ones—which they 
could probably offset by greater efficiency. 
At the minimum, a ton of plutonium 
should be worth 140 times as much as a 
ton of natural uranium; and the maximum 
value would probably not exceed that of 
uranium 235. Plutonium may thus be 
valued initially “at a rate of many thou- 
sands of pounds a kilogram.” 

While the complete details for the esti- 
mate are not made available, the White 
Paper estimates the cost of producing elec- 
tricity from the first commercial nuclear 
stations at about .6 British penny which 
would be 7 mills in our currency. This is 
said to be about the same as the probable 
future cost of electricity generated by new 
coal-fired power stations, operating at a 
high load factor and having a thermal effi- 
ciency of about 30 per cent. This figure 
(for coal-fired units) is broken down as 
shown in the table below, using U. S. cur- 
rency : 

How can this figure be interpreted in 
terms of operating costs for private utili- 
ties in the United States? It appears un- 
likely that the British figure makes any 
allowance for taxes, except perhaps on a 
small scale. Interest charges would doubt- 


4.4 mills* 
2.6 mills 


7.0 mills 


* The average U. S. cost (for fuel only) appears to be about 2.7 mills 


per kilowatt-hour. 
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less be lower in England than our over-all 
6 per cent capital cost—possibly by about 
one-third. However, the British cost 
figure does not include cost of transmis- 
sion and distribution, as well as the higher 
cost of operating less efficient stations at 
peak periods; the average British cost of 
supplying the consumer is stated to be 
about 1.3 pence or about 1.5 cents U. S. 
This compares with the U. S. over-all 
revenue per kilowatt-hour for private 
utilities of about 1.77 cents, the difference 
probably being due to larger taxes and 
capital costs here. Thus, the cost of pro- 
ducing a kilowatt in England with an 
atomic reactor is forecast to be about the 
same as present-day steam-generating 
costs, but insufficient data are presented 
to clarify the estimate, which seems to be 
on the optimistic side. 


_ new atomic power stations will be 
built by private industry for the three 
electricity authorities (British, North of 
Scotland, and Northern Ireland). The 
Atomic Energy Authority will give tech- 
nical advice on the nuclear plant, and will 
be responsible for providing and process- 
ing uranium and plutonium. 

The actual program is envisaged as fol- 
lows: Two gas-cooled graphite-modified 
stations (each with two reactors) would 
be started about mid-1957 and begin opera- 
tions about four years later. Construction 
of two similar stations would be started 
about 1958-59 but would embody some 
improvements, which should produce a 
better heat rating. Total capacity of the 
eight reactors (at four stations), which 
should all be in operation in eight years, 
would be about 400-800,000 kilowatts. 

Construction of four more stations 
might start in 1960 and come into opera- 
tion in 1963-64; and an additional four 
would be started about eighteen months 
later. These stations would probably have 
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only one reactor apiece, with a higher rat- 
ing. Total capacity of the eight stations 
should probably be well over 1,000,000 
kilowatts, bringing the total capacity at the 
end of the 10-year period to around 
1.5-2,000,000 kilowatts. Thus, at the end 
of the period about one-quarter of needed 
new capacity (about 2,000,000 kilowatts 
a year) would be provided by new nuclear 
stations and would eliminate annual con- 
sumption of about 5-6,000,000 tons of 
coal. 

The plutonium from the early reactors 
should begin to become available in 1964 
at the rate of several hundred thousand 
kilowatts a year and would be available 
for enriching the fuel charges in later, 
probably liquid-cooled, reactors. These re- 
actors would in turn produce plutonium 
and, being more highly rated, would pro- 
duce it more quickly so that it would be 
available for a rapidly expanding program 
of reactors requiring enriched fuel in the 
late 1960’s. 


_ cost of the entire 10-year program 
might approximate some £300,000,- 
000 ($834,000,000), including new ancil- 
lary plants, but this would include some 
initial expenditure for future stations not 
included in the 10-year program. 

The Atomic Energy Authority will con- 
tinue to make new information available 
and provide training for industry and it 
is hoped that by the early 1970’s construc- 
tion of nuclear power stations might equal 
total requirements for new generating 
capacity, which it is forecast might then 
amount to 3,000,000 kilowatts a year. On 
this assumption, total nuclear power sta- 
tion capacity installed by 1975 would 
approximate 10-15,000,000 kilowatts, all 
of which would be used for base load 
operation: 

Regarding the safety factor which has 
recently been of some concern to private 
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utilities in the United States, the White 
Paper states: 


The first important thing to recog- 
nize is that it is impossible for an 
“atomic explosion” to take place in the 
power reactor. If nuclear power facili- 
ties are properly designed, any accidents 
that may occur will be no more danger- 
ous than accidents in many other 
industries. 


In this connection, the article in the 
March Reader's Digest, entitled “Fighting 
the Wild Atoms at Chalk River” (an 
account of the December, 1952, catas- 
trophe at the big Canadian reactor plant), 
is of special interest. This plant, with 


1,700 employees, contained NRX — the 
most powerful atomic research machine 
in the world. The accident resulted from 
a temporary reduction in the circulation 
of cooling water and the turning off of 
some other controls (said to be a calculated 
million-to-one risk, for a particular ex- 
periment). As it happened, the millionth 
chance occurred and all remaining emer- 
gency devices failed at the same time. The 
atomic chain reaction rose suddenly to 
100,000 kilowatts of heat, sending molten 
metal, radioactive ashes, and steam 
through the bottom of the machine into 
the basement. 

The plant was immediately evacuated 
except for a few emergency fighters. 
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LIST OF UTILITY TALKS AT THE LUNCHEON FORUMS OF THE NEW YORK 
SOCIETY OF SECURITY ANALYSTS—JULY 15, 1954, TO MARCH 2, 1955 


Topic 
Utility Companies (Alphabetically Arranged) Date Speaker 
Wetlaritic tty PleChie CO: oc. si ees cece secece ces 3/ 9/55 Bayard L. England, President 
*Gentrales Souths West Cops sc 6s ses cds cack ecekes 1/20/55 John S. Osborne, President 
Cleveland Elec. Illuminating Co. ..............0. 3/ 2/55 Ralph M. Besse, Exec. Vice President 
Colorado Interstate Gas Go; oo... 0c. ea esse cee 1/ 5/55 W.E. Mueller, President 
Gull. States: Waites Gor cass cisiis cis vidviaweeiccine es 10/ 6/54 Roy S. Nelson, President 
PENHOIS OWOL = CO\ 5 o.5:60:0.0.0:0'4 86s a8 2:6 0s Fables alos oe Texas Eastern Transmission Corp. .............. 
emernanonal Velo me FEL COND, .0.ccce secs esse eee 2/ 1/55 W.H. Harrison, President 
FemiaicacW Men SUDOIV CO: 6sctc sess tS Sedklees 10/20/54 Daniel J. Hennessy, President 
Roenens Gasver Plecenic GO. 6.6 cis acceseics cs ccsewsis 2/23/55 Murray F. Gill, Chairman of Board 
Northern Indiana Public Serv. Co. .............. 1/12/55 Dean H. Mitchell, President 
Oklahoma? Gas ceo Tlecthic Cor 6. occ isas decscces 2/16/55 D.S. Kennedy, Chairman of Board 
Pennsylvania Power & Light Co. ..............02- 10/13/54 Charles E. Oakes, President 
Poruand Genetal Teteciric CO, ..... cc ccc cnseeess 11/17/54 Thomas W. Delzell, Chairman of Board 
Soutnwestemnm Pub. Service Co; o..i. iccscccectee 9/ 1/54 Herbert L. Nichols, Chairman of Board 
Texas Eastern Transmission Corp. .............6- 9/15/54 George T. Naff, President 
Texas Gas Transmission Gorp: . 22... ..6..5000000 12/ 1/54 W. T. Stevenson, President 


Transcontinental Gas Pipe Line Corp. ............ 11/24/54 


Union Electric Co. of Missouri ................-. 1/26/55 

Western. Macsachtisetts COS, . o.oo cc ccc ceceees ts 9/ 8/54 

Wisconsin Public Service Corp. .............00. 12/ 8/54 
Regulatory Commissions 

Peneral Power Gommission: «oo... icisicccsessdeee 12/29/54 
Atomic Energy 

Atomic Power and Utility Financing ............. 2/ 2/55 

Atomic Energy in Industry 2.000606 .60ssecc0cce. 1/ 4/55 
Miscellaneous Topics 

Centies—Forecast<f0Pr 1955 ...ccccccscccccccccve 2/ 9/55 

Electric Companies Advertising Program ........ 10/27/54 





* At Downtown Athletic Club. 
For previous list, see ForTNIGHTLY of August 19, 1954. 
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Tom P. Walker, President 

J. W. McA fee, President 
Howard J. Cadwell, President 
C. E. Kohlhepp, President 


Jerome K. Kuykendall, Chairman 


Eldred Scott, Controller, Detroit Edison 


oO. 
General Leslie R. Groves, Vice Presi- 
dent, Remington Rand, Inc. 


Fischer Black, Editor, Electrical World 


Edward R. Dunning, Vice President, 
N. W. Ayer, Inc. 
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The wild chain reaction and threat of con- 
flagration (overheated uranium may ignite 
and burn) was ended by opening valves 
under the machine and dumping all the 
“heavy” water out of the reactor. Also 
it was necessary to continue pumping 
cooling river water into the plant for three 
days, until a million gallons of heavily re- 
active liquid nearly filled the basement. 
To dispose of this required building a mile 
of pipe into the waste land, where the 
water could be pumped into sand pits. The 
next job was to decontaminate every 
square inch of the floors, walls, and ceil- 
ings, as well as the interior of the wrecked 
reactor. This was done by relays of men, 
each working only a short time in order 
not to absorb a lethal dose of radioactiv- 
ity. The ingenious methods developed at 
Chalk River during this 14-month clean- 
up program should be of great benefit to 
other countries, if similar breakdowns 
occur. 
> 


Fulbright Investigation 


<sece September, 1953, the stock mar- 
ket, as measured by The New York 
Times 50-stock average, has advanced 
about 67 per cent. The advance in the 
stock market the last quarter of 1954 was 
so rapid that Congress became concerned. 
The result is the so-called Fulbright in- 
vestigation by the Senate Banking and 
Currency Committee, headed by Senator 
J. W. Fulbright, a Democrat from Arkan- 
sas. Departing from the practice of some 
congressional investigators, the committee 


Average Price 
Earnings Per Share 
Price-earnings Ratio 
Dividend 
Yield 





re 


has thus far shown no tendency to play 
to the galleries but instead is conducting 
a scholarly study of the stock market and 
its psychology. 

A questionnaire was sent on February 
[st to 5,500 brokers, dealers, investment 
advisers, financial writers, and others, of 
whom nearly 1,200 replied. In addition, 
there were 26 replies from 113 economists 
who had received the questionnaire. 

Only a small minority among those who 
answered felt that market prices are now 
dangerously high, although a much greater 
proportion of the economists were of this 
opinion. Regarding a comparison of 
present-day trends with those of 1928-29, 
a great majority stressed current differ- 
ences, such as a stronger banking system, 
more effective margin controls, SEC 
regulations, and lower price-earnings 
ratios. However, a majority of the econo- 
mists thought there were significant simi- 
larities between the two periods, though 
only a minority felt that the present mar- 
ket had reached a dangerous point. 

Reasons assigned for the advance in- 
cluded availability of credit, rising institu- 
tional investment, good business condi- 
tions, previous undervaluation of stocks, 
inflation, removal of excess profits taxes, 
special tax treatment for dividend income, 
and confidence in business and govern- 
ment. As a factor curtailing sales, capital 
gains taxation was considered important 
by those in the financial world. 


pooner methods which might be 


adopted to prevent unreasonable ad- 
vances in the market were a further in- 


1929 Average Feb. 25,1955 


133 48 
$5.07 $2.92 
26.27 16.44* 
$2.71 $2.14 

2.10% 4.42% 


*The average ratio for 135 electric utilities is 15.8. 
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crease in margin requirements, general 
credit restrictions, abolition or reduction 
of the capital gains tax or shortening of 
the holding period, and further regulation 
of the over-counter market. 

It may be of interest to compare utility 
stock prices and ratios with those in 1929. 
The table on page 328 shows comparisons 
based on averages prepared by Moody’s 
Service for 24 utility stocks. 

It seems obvious that so far as the 1929 
comparison is concerned, utility stocks are 
one segment of the market which has not 
reached “a dangerous level.” This does 
not mean to imply, of course, that they 
will not share in any general decline when 


this occurs. 
aa 


Rate Regulation—Policies and 
Powers of the State 
Commissions 
HE Federal Power Commission has 
recently issued a new edition of its 


small book entitled State Commission 
Jurisdiction and Regulation of Electric 


and Gas Utilities—1954. There are five 
states which do not regulate electric utility 
rates, except as municipalities may act on 
their own initiative: Texas, Minnesota, 
Iowa, South Dakota, and Mississippi— 
while commission regulation in Nebraska 
is quite limited. 

The most interesting part of the book 
is probably Table B, “Method of Rate Base 
Determination Generally Applied.” 

Table D shows the rates of return pre- 
scribed or found reasonable, in decisions 
in various years ranging from 1946 to 
1953 for electric utilities. (Similar data 
are presented for gas utilities.) These re- 
turns showed an extreme range from 5.10 
per cent to 6.98 per cent. In general, how- 
ever, the rates of return reported by 35 
states averaged around 6 per cent for both 
electric and gas utilities; for 31 states the 
range was between 5.5 per cent and 6.5 per 
cent. The figures are rather meaningless 
unless the individual cases are carefully 
studied. 

But the book, on the whole, is an ex- 
tremely valuable reference. 








DATA ON ELECTRIC UTILITY STOCKS 
1954 2/23/55 Cur- Share Earnings Price- yee Common 
Rev. Price Div. rent Cur. % In- 12 Mos. Earns. Pay- Stock 
(Mill.) About Rate Yield Period crease Ended Ratio out Equity 
Bea! MOPS oO IE sees sieet ac 43 $1.80 4.2% $2.56** 3% Jan. 16.8 70% 33% 
ot ©) Avizs Pub; Serv. ices 25 .90 3.6 1.46 20 Nov. 17.1 62 33 
8 O Arkansas Mo. Pw. ........ 24 112d 4.7 1.82 17 Sept. 13.2 62 30 
ow S$ Avlantic City EL 62.6. ck... 41 1.60b 3.9 2.10 15 Dec. 19.5 76 30 
5 O Bangor Hydro-El. ........ 35 1.80 Sil 2.45 19 Dec. 14.3 73 33 
a ©) Bleck Pals Poe. ....8.. 27 1.28 4.7 2.12 13 Oct. 127 60 23 
BS S° Bester (Pdison ......06.5. 57 2.80 4.9 $12 5 Dec. 18.3 90 52 
a7 6A Gant Bl: Power... ... 06. 13 .60 4.6 we DEH Dec. 17.8 82 34 
14 © ‘Galt ‘Oregon Pr: «.....5.2:. 30 1.60 5.3 1.82 32 Nov. 16.5 88 40 
, © GalitePac, Utth. cc cccckes. 27 1.40 5.2 2.15** 2 Dec. 12.6 65 29 
pe S “GCarouna ©. € Les sisccaiss 24 1.00 4.2 1.62 12 Dec. 14.8 62 32 
23 S Cent. Hudson G. & E. ..... 15 76 54 .99 21 Dec. 15.2 77 ae 
1: © ‘Cont GE Eo eG..« ccssck 34 1.60 4.7 2.10 1 Sept. 16.2 76 31 
oo S: Cent: OL Light 22.2.2... 49 2.20 4.5 3.03 11 Dec. 16.2 73 39 
40S) Gente UEP. Se csc. ede 25 1.20 48 1,93 34 Dec. 13.0 62 33 
9 O Cent. Louisiana El. ....... 28 1.20 43 1.45 3 Sept. 19.3 83 31 
30: ©) (Gent? Maine Pw: ... 20.08% 25 1.20 48 1.89 20 Dec. 13.2 63 30 
105° S: Cent: &So. West .....:... 34 1.32 3.9 2.00 16 Dec. 17.0 66 35 
AO "OM ents Vito Po S: ex.c0ses dees 19 92 48 1.31 54 Jan. 14.5 70 30 
95 S Cincinnati G.& E. ........ 25 1.004% 4.0 1.71 13 Dec. 14.6 58 37 
SB “Oy eiens OGL ocd cece iss 15 48a 62a 1.05 8 Sept. 1443 4 38 
91 S Cleveland El. Illum. ....... 70 2.60 oad 3.86 D4 Dec. 18.1 67 44 
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Divi- 
1954 2/23/55 Cur- Share Earnings Price- dend Common 
Rev. = : Price Div, vent Cur. % In- 12 Mos. Earns. Pay- Stock 
(Mill.) (Continued) About Rate Yield Period crease Ended Ratio out Equity 
30D MGela Tent Pisin ccd) 30 1.20 4.0 1.67 14 Sept. 18.0 72 39 
a2. S Golombus &5S.0.E..:...;. 31 1.60 5.2 1.88 1 Sept. 16.5 85 36 
329 S Commonwealth Ed. ....... 40 180e 4.5 2.54 12 Sept. 157 71 46 
10 A Community Pub. Sve. ..... 23 100% 4.3 1.69 > Dec. 13.6 59 49 
1 O Concord Electric ......... 39 2.40 62 2.48 31 Dec.’53 15.7 97 63 
55 O Connecticut L.& P........ 20 94 47 1.09 18 Nov. 18.3 86 39 
19 O Connecticut Power ....... 45 2.25 5.0 2.30 D5 Dec. 19.6 98 51 
474 S Consol. Edison ........... 50 240 48 2.98 1 Dec. 16.8 81 43 
107 S Consol. Gas of Balt. ...... 33 1.40 4.2 1.89 23 Dec. 17.5 74 37 
170 S Consumers Power ........ 49 2.20 4.5 3.10 8 Dec. 15.8 71 41 
SARIS SS 2D 2) Ser 45 2.00 44 2.87 6 Sept. 15.7 70 35 
28 S Delaware P. & L. ........ 35 1.40 4.0 2.07 14 Sept. 16.9 68 37 
196 S Detroit Edison ........... 36 160 4.4 2.05 7 Dec. 17.6 78 47 
B07: Ay Witke Power ...04600:2.60.0% 58 2.00 3.4 3.36 17 Sept. 17.3 60 52 
81 S Duquesne Light ........... 36 1.80 5.0 2.26 2 Dec. 15.9 80 32 
27 O Eastern Util. Assoc. ...... 33 2.00 6.1 2.30 2 Dec. 14.3 87 33 
2 ©. Edison Sault Fl, .........;. 13 50 3.8 1.04 35 Nov. 12.5 48 49 
a0 0) El Paso Hiec. 5.3... 41 1.60 3.9 2.43 26 Dec. 16.9 66 8 3=—«._: 36 
10:3: Benpire Dist E13. .i5)..520. 26 1.40 5.4 2.12 _— Sept. 12.3 66 33 
4 O Fitchburg G. & E. ....... 54 3.00 5.6 2.80 D7 Dec.’53 19.3 107 53 
32 S Florida Pw. Corp. ........ 41 1.60 3.9 2.16 19 Sept. 19.0 74 30 
pon So aeoreia BW 0o sis ee 61 1.80 3.0 3.50 25 Dec. 17.4 51 33 
156 S General Pub. Util. ......... 35 170 49 2.45** 1 Sept. 14.3 69 838 
5 O Green Mt. Power ....... 34 1.80 5.3 2.29 29 Nov. 14.8 79 36 
43 S Gulf States Util. ......... 34 140 4.1 1.95 6 Nov. 17.4 72 30 
“ep Ce 59 2.75 4.7 3.54 8 Dec. 16.7 78 46 
5 © Havernll Elec .......... 43 2.507 5.8 2.99 10 Dec.’53 14.4 84 100 
58’ 5S Houston £56 P.w5 osc. 43 120 28 2.29 20 = Jan. 188 52 39 
7 O Housatonic P. S. ......... 26 140 54 1.47 11 Dec.53 17.7 95 46 
BS 25 10aNnO POWET ....5.60..s0- 55 2.20 4.0 3.60 8 Dec. 15:3 61 35 
62 S Illinois Power ............ 2.20 45 2.77 6 Nov. 17.7 79 35 
35 S Indianapolis P.& L. ...... 2, 110 42 1.59 2 .. ASept. 164 69 36 
17 S_ Interstate Power .......... 14 70 5.0 95 1 Sept. 14.7 74 29 
23°°O Towa Biec L.&P. «2.32. 25 1.25 5.0 1.77 12 Nov. 14.1 71 32 
31S fowa-lll GC & E.....i6..: 32 1.80 5.6 2.04 D113 Dec. 15.7 88 36 
29 S ftowa Power&Lt.......... 28 1.40 5.0 1.71 D9 Sept. 16.4 82 30 
27 O Iowa Pub. Service ....... 16 70 44 1.05 7 Dec. 15.2 67 28 
12 O Iowa Southern Util. ...... 23 1.20 A 144 D110 Dec. 16.0 83 38 
pl SS 6“Kansas Gity P21. ...... 45 180 4.0 2.33 6 Dec. 19.3 77 35 
25 O Kansas Gas & El. ........ 57 2.40 4.2 4.00 16 Dec. 14.3 60 29 
oe S: Bransas Pro Oe t.........5% 23 112 49 1.57 14 — Sept. 146 71 28 
Bl. Kentucky USGL |.i6.040%:5.. 27 1.20 4.4 2.02 19 Sept. 13.4 59 31 
6 O Lake Superior D. P....... 41 2.00 4.9 2.83 1 Sept. 14.5 71 36 
5 O Lawrence Elec. .......... 29 1407 48 1.87 iB Dec53 15 6 & 
7 6 ene island Lig: ics... 22 1.00 4.5 1.21 19 Dec. 18.2 83 Be 
41 S LouisvilleG.& E.......... 49 1.80 3.7 3.35 2 Dec. 14.6 54 34 
, © Dowell Piec, Lt. :...<...2.. 57 3.50 6.1 3.74 3 Dec.’53 15.2 94 65 
CM ee Or CL? a: 2 rer 32 1.60 5.0 2.14 14 Dec.’53 15.0 75 73 
y © Bam G. & E.c2.. 62. 41 160: - 39 3.13 16 Dec.°53 13.1 51 53 
3 A Maine Public Serv. ....... 28 1.60 5.7 2.03 20 Dec. 13.8 79 35 
5 O Michigan G. & E.......... 39 is58:* “O58... 272 D1 Sept 14.3 50~—s 311 
144 S Middle South Util. ........ 34 1.50 4.4 2.13 10 Dec. 16.0 70 36 
21 S Minnesota P. & L......... 24 1.20 5.0 172 DI15 Jan. 14.0 70 31 
2 O- Miss. Valley P.S. ........ 27 140g 52 2.33 9 Jan. nme|6|lU6U6GDlCUCOD 
10 A‘ Missouri P. S.............. 40 1.80 4.5 2.70 14 Dec. 14.8 67 28 
BS O° Witssout: UGL s262....65.. 24 1.24 5.2 1.98 21 Dec. 12.1 63 32 
31 S Montana Power .......... 37 1.60 4.3 2.53 D3 Dec. 14.6 63 36 
118 S New England Elec. ....... 17 3O:° 33 1.28 5. .. Sept. 133:° 7O- oF 
38 O New England G. & E..... 18 1.00 5.6 1.37 15 Dec. 13.1 73 36 
41 O New Orleans P.S......... 45 2.25 5.0 2.82 10 Nov. 16.0 80 39 
2 O Newport Electric ......... 37 2.00 5.4 2.62 D116 Nov. 14.1 76 34 
73 S N.Y. State El. &Gas...... 42 2.00 4.8 2.58 1 Dec. 16.3 78 35 
210 S Niagara Mohawk Pw. .... 33 1.60 48 2.11 4 Dec. 15.6 76 35 
63 O Northern Ind. P.S........ 34 1.60 4.7 2.38 11 Nov. 14.3 67 33 
118 S Northern States Pr. ...... 17 80 47 1.07 7 Dec. 15.9 75 35 
8 O Northwestern P.S........ 16 .90 5.6 120 D114 Sept. 13.3 75 27 
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Divt- 
1954 2/23/55 Cur- Share Earnings Price- died Common 
Rev. m Price Div. rent Cur. % In- 12 Mos. Earns. Pay- Stock 
(Mill.) (Continued) About Rate Yield Period crease Ended Ratio out Equity 
110: °S: Ohio! Edison: 2.000650. 48 2.20 4.6 3.05 17 Jan. 15.7 qe 41 
40 S OklahomaG. & E......... 35 160 4.6 2.23 18 Jan. 15.7 ’ (a 
14 O Otter Tail Power ........ 29 1.60 5.5 2.09 D6 Dec. 13.9 77 30 
Soe = acme G, GE. ..cccccccs. 48 220 46 2.88 Dec. 16.7 760 8=—- 33 
ae AS AGINOIE, Gr Lass secs cess 26 1.30 5.0 147 D114 Nov. 17.7 88 27 
109 S Penn Power & Lt. ........ 48 2.40 5.0 2.88 13 Dec 16.7 83 29 
8 A Penn. Water & Pw. ...... 46 2.00 4.3 2.07 D5 June Zie 97 34 
196 S Philadelphia Elec. ........ 39 180 4.6 2.25 3 Dec 17.3 Oo FV 
27 O Portland Gen. Elec. ....... 21 100 48 1.43 13 Nov. 14.7 70 42 
52 S_ Potomac Elec. Pw. ....... 21 1.00 4.8 1.17 2 Dec 17.9 85 39 
56: S Pub. Serv. of Colo: ....... 41 1.60 3.9 2.38 1 Sept. 17.2 67 34 
250 S_ Pub. Serv. El. & Gas ..... 32 1.60 5.0 2.00** — Dec 16.0 80 31 
59 S Public Serv. of Ind. ...... 41 2.00 4.9 2.37 1 Nov. Ve. 84 34 
23 O Public Serv. of N. H...... 18 .90 5.0 1.31 46 Jan. 13.7 69 28 
8 O Public Serv. of N. M..... 15 68 45 88 22 Sept. 17.0 \/ an) 
21 S Puget Sound P.& L....... 36 170 48 2.05 176 84 59 
49 S Rochester G. & E. ....... 46 2.24 49 3.20 D3 Dec. 14.4 70 3=— 33 
2 © Rockland, &P.......... 18 .60 33 75 D4 Nov. 240 80 = 35 
7. > St Josenh Gk, ..escc ss 24 1.32 5.5 1.76 1 Dec. 13.6 75 43 
39 S San DiegoG.& E......... 19 80 42 1.06 15 Dec. 17.9 75 47 
8 O Sierra Pacific Pr. ......... 37 2.00 5.4 2.44 D8 Dec. 15.2 82 31 
140 S. So;. Galif; Edison ......... 50 240 48 2.78 25 Sept. 180 86 35 
344 S So. Carolina E.&G....... 20 90 0 =«—4.5 1.33 28 Dec. 15.0 68 28 
5 © Southern Colo. Pr. ........ 15 .70 4.7 1.25 8 Nov. 12.0 56 41 
194 S Southern Company ....... 20 90 2 8=—4.5 1.29 5 Dec. 15.5 70° at 
13 S_ So. Indiana G. & E. ...... 32 150 0647 225 20 Dec. 14.2 67 40 
4 O So. Nevada Power ........ 17 80 4.7 1.48 45 Dec. 11.5 54 64 
1 O Southern Utah Pw. ....... 16 1.00 6.3 92 D28 Nov. 17.4 109 39 
3 O Southwestern E. S. ....... 21 100 48 1.60 7 Nov. 131 63 31 
33 S Southwestern P. S. ....... 28 1.32 4.7 1.55 10 Dec 18.1 85 30 
= WS Keo 2 Fr 24 93 3.9 1.37 16 Dec 17.5 68 36 
Me °S Dexae WHnNes «occ cccc os 70 282 3.3 3.85 21 Dec 18.2 60 37 
ao. S° Toledo Raison ...6.:60s60s 15 J0 86047 1.02 10 Dec. 14.7 69 32 
ib © DecsonG B. L&R: .60.. 26 104 40 1.64 17 Dec. 15.9 63 40 
103 S Union Elec. of Mo. ....... 30 140 47 1.60 26 Sept. 188 88 
27 O United Illuminating ...... 53 2507 47 2.89 Dek5s 163° 87 S7 
2 O Upper Peninsula Pr. ...... 27 140 5.2 2.65 145 Nov 12 Se ASE 
30 S Utah Power & Lt. ........ 46 2.00 43 2.82 17 Nov. 16.3 71 41 
oo SS Virgmia. @ Pos. 37 1.40 3.8 2.20 36 Dec 16.8 644 «= 35 
23 S Washington Water Pr..... 37 170 4.6 1.92 7 Jan. 19.3 89 33 
115 S West Penn Elec. ......... 26 120 4.6 1.85 9 Nov. 14.1 65 27 
62 O West Penn Power ....... 52 240 4.6 2.86 11 Sept. 18.2 84 =. 333 
9 O Western Lt. & Tel. ...... 30 1.60 5.3 2.36 D8 Nov. 12.7 68 26 
22 O Western Mass. Cos. ...... 42 2.00 48 2.94 17 Nov. 14.3 68 52 
88 S Wisconsin Elec. Pr. ...... 33 1.50 45 2.09 16 Dec. 15.8 72 42 
ao © .Wasconsin P. &L........;..% 28 128 4.6 1.68 1 Sept. 16.7 76 34 
30 S Wisconsin Pub. Ser. ...... 24 1.10 4.6 1.54** D7 Sept. 15.6 71 34 
AVEFESES sc 0ck5csee% 4.7% 15.8 73% 
Foreign Companies 
$219 S American & For. Pr. ...... 14 $.75e 5.4% $2.40 2% Sept. 5.8 31% 50% 
116 A Brazilian Trac. L.&P..... 8 1.00£ 12.5 140 D53 Dec.’53 S72 71 67 
56 A British Columbia Pr. ...... 27 1.00 3.7 1.47 15 Dec.’53 184 68 — 
15 A Gatineau Power .......... 29 1.20 4.1 per 10 Dec.’53 16.4 68 29 
9 A Quebec Power ........... 27 120 44 1.57 23 Deeos WZ 70 38644 
45 A Shawinigan Water & Pr... 54 145: 27 2.84 25 Dec. 19.0 #851 35 





B—Boston Exchange. A—American Stock Exchange. O—Over-counter or out-of-town exchange. S— 
New York Stock Exchange. D—Decrease. *If additional common shares have been recently offered, earn- 
ings are adjusted to give effect to the offering. Percentage change is in the net income available for com- 
mon stock. **Based on average number of shares. a—Also regular annual 3 per cent stock dividend, which 
is included in the yield. b—Also 5 per cent stock dividend. c—Also 3/10 share of Northern Illinois Gas for 
each share of Commonwealth Edison. #—Also occasional stock dividends. t—Estimated. d—Also 8 per 
cent stock dividend. e—Includes 15 cents extra. f—Approximate equivalent in cash and stock. g—Also 10 
per cent stock dividend. 
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What Others Think 


Highland versus Lowland Arguments over Dams 


HE argument between the big dam and 

little dam enthusiasts has cooled off 
a bit since the advent of the Eisenhower 
administration. But there are still funda- 
mental differences between those identified 
with the Soil Conservation Service of the 
Agriculture Department (little dammers) 
and planners of the Army Engineers Civil 
Function and Bureau of Reclamation (big 
dammers). 

In a word, the “big dammers” favor 
collection of water in downstream reser- 
voirs for irrigation, power, and other “big 
water” uses. The “little dammers” favor a 
multiple series of small dams upstream, 
preferably on the farm lands, to keep the 
rain as nearly as possible where it falls and 
avoid the damage of precipitate runoff. 
The TVA and Columbia river dams are 
fairly representative of the “big dam” 
philosophy. But the Agriculture Depart- 
ment’s point of view is gaining some 
ground. There is also a middle ground for 
combining both techniques. TVA also dem- 
onstrates this viewpoint with “multiple- 
purpose”’ structures. 

An able exponent of the little dam point 
of view is Elmer T. Peterson, who has 
written a book, brashly entitled Big Dam 
Foolishness. Mr. Peterson is obviously 
convinced of the righteousness of his 
cause. His arguments are persuasive—es- 
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pecially his criticism as to the inevitable 
silting up of big dams. He foresees the 
time when the famous “Elephant Butte 
dam” in New Mexico will become as use- 
less as an Egyptian pyramid, and a some- 
what similarly tragic monument to futility 
and wasteful use of labor and materials. 


Mes PETERSON, furthermore, has very 
little patience with the compromis- 
ers, or the “multiple-purpose” dam advo- 
cates. He rejects the compromise Pick- 
Sloan plan for the Missouri river between 
the Army Engineers and the Reclamation 
Bureau as unrealistic. The multiple-pur- 
pose dam, says Mr. Peterson, is more effec- 
tive as a political expedient to quiet two 
conflicting viewpoints than it is to doa real 
job for any of the “purposes” supposed to 
be served. If you keep a kettle empty you 
have the reserve capacity for storing one 
kettle full of water. And, if you keep it full 
you have one kettle full of water stored for 
any purpose for which you may have use. 
But if you keep it half full, or at some 
vague level more or less than half full, you 
are not sure what reserve capacity of stor- 
age you have, nor how much stored water 
for consumptive use. In any event, you are 
not getting more than half your money’s 
worth for your kettle. Peterson stresses 
the confusion of trying to blend the dia- 
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metric objectives of flood control and pow- 
er production. 


HE most cogent argument in Peter- 

son’s book, however, is his discussion 
of the inherent advantages to the land of 
upstream “in soak” on the farm. This tech- 
nique features numerous little ponds com- 
bined with contour plowing, so that the 
fresh rain water can be held back on the 
land where it can soak into the soil. He is 
not impressed by either the over-all or 
long-range advantages of hydroelectric 
power developments. He thinks the best 
sites have already been chosen, and that 
the others are already or will soon become 
impractical, in view of increasingly effi- 
cient techniques for generating power— 
including atomic energy. The latter, he 
thinks, will eventually render the more re- 
mote and expensive undeveloped hydro- 
electric sites obsolete. So why tie up more 
deficit-making millions in new dams which 
would take decades to pay out, but never 
will? 

Peterson makes short shrift of one of 
the favorite arguments which the hydro- 
electric planners have always cherished. 
That is the argument about hydroelectric 
power being a “‘self-replenishing” source of 
power, as compared with the use of so- 
called “irreplaceable” or self-depleting re- 
sources, such as coal and oil. Peterson sim- 
ply turns this argument back against its 
own exponents—the advocates of wide- 
spread hydro development. He finds that 
hydro is neither wasteless nor self-replen- 
ishing. On the contrary, the author claims 
hydroelectric development can be one of 


the most wasteful and destructive forms 
of obtaining electric power. He refers to 
the erosion and loss of topsoil which is 
encouraged by concentration of big dam 
storage for power reservoirs downstream. 
He looks upon these monoliths as modern 
idols deserving of modern iconoclastic at- 
tention. Topsoil, he says, replaces itself at 
the rate of one inch every two centuries. 
Babylon, on the other hand, fell because 
it built too many big dams and encouraged 
too many large-scale runoffs. When some 
of our billion-dollar dam systems become 
so chock-full of silt as to become useless, 
unborn generations of taxpayers may not 
arise to call us exactly blessed, for the pru- 
dent commitment of their money. 


| pomecabee own background is in the 
prairie lands where runoff and erosion 
have always been pressing problems. Up- 
stream containment to him is the only prac- 
tical form of water control. A good many 
readers may still feel that there is ample 
basis and proven justification for combin- 
ing upstream and downstream water con- 
trol, without sacrificing either of the con- 
flicting objectives of storage and reservoir 
capacity beyond the economic breaking 
point. But anyone seriously interested in 
land conservation, power economics, and 
water control will want to read Mr. Peter- 
son’s arguments in favor of the “sod-sous- 


ing” school of conservation. 
—F. X. W. 


Bic Dam FoottsuHness. The Problem of Modern 
Flood Control and Water Storage. By Elmer T. 
Peterson. Introduction by Paul B. Sears. Illus- 
trated; 224 pages. The Devin-Adair Company, 
New York, New York. Price, $3.50. 





Popular Attitudes and the Private Power Industry 


HE market value of utility securities 
suffered more from strong political 
attacks in the thirties than it did from the 


depression or from any decrease in earn- 


ings. The political climate was what peo- 
ple made it then, and it is so today: De- 
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pending on circumstance, it can be warmly 
friendly or violently hostile to private in- 
terests in the power business. J. W. Mc- 
Afee, president of the Union Electric 
Company of Missouri, in a statement for 
the February 3rd issue of the Journal of 
Commerce, hopes public opinion and the 
Congress will continue to put more “stock” 
in what privately owned public utilities 
can and are doing to serve the public. He 
says the present middle-of-the-road policy 
of the national administration reflects an 
improved attitude on the part of the public, 
“but I must recognize that we yet have far 
to go before policies, which I earnestly be- 
lieve are in the public interest, will be 
adopted.” He stated: 


As an industry we are committed to 
the desirability of making electricity 
available to all at reasonable rates. In 
those instances where action by the gov- 
ernment is required to attain that ob- 
jective, I agree that it should be taken. 

I think particularly of sparsely settled 
rural areas where the cost of transmis- 
sion and distribution unavoidably results 
in too high a cost to the customer. If 
we are to have any aid or subsidization 
by the government, I can’t think of a 
better place for it. True, I must deplore 
the efforts of some to distort the legiti- 
mate objectives of rural electrification. 
Then, too, there are some situations 
that call for multipurpose dams meeting 
proper governmental purpose and offer- 
ing an opportunity to produce, inciden- 
tally, electric power. If such production 
is put on a sound basis and produces a 


good economic result, there can be no 
reasonable objection. 


. oa, says McAfee, those 
who seek to go beyond legitimate 
governmental fields have often been actu- 
ated by a desire to socialize the electric 
industry and, in many instances, by an in- 
tention to attain influence and advantage 
for themselves. Thus the public power 
argument has been characterized more by 
emotion than by reason. The issue is real- 
ly a simple one. He continued : 


Power is produced by known devices. 
These devices must be managed and 
operated by men and women. The ques- 
tion is can these people work more effi- 
ciently when organized under the pow- 
ers of. government or under the direc- 
tion of a private business company? I 
am sure the overwhelming conclusion 
is that government, being organized for 
the promotion of liberty, not for eff- 
ciency in business, will not produce the 
better economic result. But it is said that 
government ownership eliminates the 
element of profit and that electricity, be- 
ing essential to health and prosperity of 
the nation, should be free of private 
gain. The truth is that government does 
not and cannot eliminate profit. In a real 
sense every act that produces a good, un- 
avoidably creates profit or gain. The real 
question is who shall benefit from it? 

Under the business system the gain is 
divided between worker, customer, and 
investor either by the force of competi- 
tion or by regulation. 





The Problem of Urban Mass Transit Systems 


ai are built primarily for the move- 
ment of people and goods and not for 
the storage of vehicles. This is the key to 
solving the urban mass transportation 
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problem, according to a report recently re- 
leased by a 5-man commission appointed 
by the governor of Wisconsin. A digest 
of the report, appearing in the February, 
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1955, issue of Public Management, cited 
traffic congestion, inadequate curb loading 
zones, and indifferent enforcement of curb 
loading zone ordinances, as the principal 
reasons for the general slowdown of 
transit services and schedules. The down- 
ward trend in transit riding was seen as a 
step toward the bankruptcy of privately 
owned transit companies and a consequent 
shift to public subsidy and ownership. 

The commission recommended that 
cities decrease traffic congestion and pro- 
mote the use of public transit to avert a 
crisis of this sort. To do this, it suggests: 
(1) increasing fines and strictly enforcing 
traffic and parking violations which block 
the movement of traffic; (2) enacting or- 
dinances to provide bus loading zones of 
adequate length and prohibiting standing, 
loading, or unloading of vehicles other 
than buses in the designated zone; (3) en- 
forcing ordinances prohibiting double 
parking at any time; (4) providing neces- 
sary truck loading zones adequate to allow 
trucks to park parallel to the curb; (5) 
banning curb parking in congested down- 
town areas to obtain the maximum use of 
streets; (6) abandoning negative attitudes 
toward proposals by private transit com- 
panies in order to provide the co-operation 
necessary to obtain the best transit service 
at a minimum cost. 


HE commission also recommended 
that cities regulate on- and off-street 
parking in congested areas to eliminate all- 
day free parking, that consideration be 


given to convenience and need in establish- 
ing parking fees, and that cities co-operate 
with private transit operators and busi- 
ness organizations in a program to urge 
the public to use public transit as a means 
of reducing traffic congestion. The com- 
mission asked that business organizations 
arrange to have pickups and deliveries of 
merchandise made during periods of light 
traffic, and offer credit refunds to custom- 
ers for transportation costs incurred in 
using public transit in the same manner 
as refunds are given to automobile users 
for parking charges. The commission be- 
lieved that the state legislature should ap- 
propriate $250,000 for studies of traffic 
and transit problems in individual com- 
munities, a local transit company and the 
municipality sharing one-half of the cost 
with the other half being paid by the state. 
Transit operators were requested to 
maintain modern equipment in order to 
improve their service and public relations. 
Changes in the procedures of the public 
service commission, the state regulatory 
agency, were suggested to expedite actions 
on requests for changes of fares and 
routes. Finally, it was believed by the com- 
mission, as stated in its report, that transit 
companies should be exempt from all local 
and state taxes. A special income tax pro- 
posed for adoption in Wisconsin would 
exempt 8 per cent of the depreciated cost 
of carrier operating property and would 
then be levied on net income at a rate of 
50 per cent. Revenues would be appor- 
tioned to local governmental units. 





New Approach to Law Reports 


os year 1955 brings a report from a 
leading law publishing house of the 
enthusiastic initial acceptance of a new 
publication format that will be welcome to 
the thousands of private law offices in 


335 


which limited library space prevents the 
installation of needed reference works. 
The Lawyers Co-operative Publishing 
Company of Rochester, New York, is of- 
fering in microprint form three of its lead- 
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ing sets of annotated reports, comprising 
a total of 457 volumes requiring nearly 
100 linear feet of shelf space—reducing 
the shelf space requirement to less than 
four feet. 

Microprint is the next step beyond the 
familiar microfilm which is now widely 
used for preserving bulky corporate rec- 
ords, deeds, and a myriad other docu- 
ments, of which one or a relatively few 
copies are required. 

Microprint cards are of recent develop- 
ment and differ from microfilm in several 
important respects. The cards do not wear 
out or tear after repeated use; they are 
relatively inexpensive to prepare in multi- 
ple copies ; they are easy to index for quick 
location of a given page. 

The format employed is a set of cards 
measuring 64 x 84 inches each containing 
400 pages reduced to one-fifteenth of their 


original size. For reading, these cards, 
which are filed in book-size containers and 
indexed by volume and page sequence, are 
put in a reading device which magnifies 
the page shown on its screen about eighteen 
times, thus increasing the type size beyond 
that of the original printed page and mak- 
ing for easier reading than afforded by 
the original. 


hte sets presently available in microlex 
editions are American Law Reports 
which are published jointly by The Law- 
yers Co-operative Publishing Company 
and Bancroft-Whitney Company of San 
Francisco; U. S. Supreme Court Reports, 
Law Edition; and Lawyers’ Reports, An- 
notated. All three are available not only 
from the publishers but from Baker, Voor- 
his & Co., Inc., of New York city, and 
Bender-Moss Co. of San Francisco. 





Public Attitude and the Telephone Industry 


Yes utility is concerned with the 
attitudes of various groups—or pub- 
lics—as much as it is with customer atti- 
tudes, for their composite sentiments cre- 
ate legislation, control enforcement of 
laws, promote or defeat objectives, and 
make business life endurable or difficult. 
This being so, it becomes a matter of self- 
preservation and sound common sense for 
the utility to do those things that will merit 
and retain the good opinion, not only of 
customers but of the public at large. 
W. J. McManus, vice president, Chesa- 
peake & Potomac Telephone Company, 
in a recent talk before the Pioneer 
Life Members of the Alexander Graham 
Bell Chapter, sought answers to the 
question “What are the things (a util- 
ity) should do to secure the public’s un- 
derstanding, confidence, and approval?” 


He said: 
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First—We have found there must be 
a statement of policy of the business as 
it affects the public. . . . In the Bell sys- 
tem, our public responsibility was rec- 
ognized as early as 1883 by Theodore 
Vail, who urged the early telephone li- 
censees to operate in such a way that 
their relations with the public would be 
good. Then in 1927, Walter Gifford, 
president of AT&T... made this public 
statement. ... He said: “Obviously, the 
only sound policy that will meet these 
obligations is to continue to furnish the 
best possible telephone service at the 
lowest cost consistent with financial 
safety.” Two years later the policy was 
amplified to the effect that fulfillment 
of this public obligation carries with it 
an equal responsibility ; namely, the fair 
treatment of employees. . . . 

Second—Good public attitudes de- 
mand that the services provided must 
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be good. And they cannot be good un- 
less they are improving. This . . . is in- 
herent in the policy statement itself... . 
Third—We must tell the story of our 
company, its services, its policies, and 
its people. . . . Two basic things are 
needed to get and keep public confidence 
—actions and words. The actions or per- 
formance have to come first, but there 
must be words. . . to go with them. In 
the formation of public opinion, deeds 
and the interpretation of deeds are in- 
separable. . . . If the public is given all 
the facts, all the time, it can be relied 
upon to reach sensible conclusions. 
The fourth—thing that we feel we 
should do to have favorable public atti- 
tudes .. . is to study the trends of public 
opinion. .. . If we are to operate in ac- 
cordance with what the public wants and 
thinks . . . asking questions is a good 
idea. ... Since 1949, through a question- 
naire survey method conducted by an 
outside agency, we have been asking a 
cross-section of the public to give us 
their views on a number of things re- 
lated to the telephone business. Cus- 
tomers in the survey are picked at ran- 
dom and in sufficient numbers to give 
us a representative picture of what they 
think of us. We’re mainly concerned 
with their opinions about three general 
subjects—our service, its cost, and our 
company. ... From the surveys we can 
see where weak spots exist and take 
action to strengthen them... . 
Finally, employees are a key factor in 


gaining favorable attitudes. . . . This is 
true, first, because of what employees 
do, and, second, because of what they 
ar 

Individual employees take actions 
for the company. They manufacture the 
service, they sell it, they deliver it. To 
the public, they are the company. It is 
upon them that the reputation of the 
company rests. .. . Likewise, public at- 
titudes are shaped by what employees 
say, on the job or off, formally or casual- 
ly ... survey studies show that custom- 
ers who know employees and talk with 
them about the business have far more 
favorable attitudes about the company 
than customers who don’t know em- 
ployees, or who know them but don’t 
talk with them about the business. 


HE foregoing, says Mr. McManus, 

raises the question of how telephone 
management can become an effective 
contributor to the company’s public rela- 
tions. He suggests that the answer lies in 
an effective employee information pro- 
gram. Requisite to the accomplishment of 
this objective, he concludes, are a few 
basic concepts: The employee must have 
reason to be proud of his job, and must 
have a feeling that his job, however small, 
is important to the success of the company. 
He must feel that he is contributing to 
the success and welfare of the business. 
Finally, he must be aware that his individ- 
ual welfare is tied directly to the success 
and welfare of the business. 





GC As far as the U. S. A. is concerned, our special genius is for 
industrial management. 

“It would be an understatement to observe that the quality of 
executive direction in well-managed private business is superior to 


that found in government. 


“Industrial management in recent years has approached nearer 
the qualifications for public life by a growing awareness of the 
need for institutional public relations,” 
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—M. S. RUKEYSER, 
Columnist. 
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Smith to Quit FPC 


Pen White House on February 24th 
announced that Nelson Lee Smith, a 
member of the Federal Power Commis- 
sion since 1943, will retire when his term 
expires in June. William R. Connole, gen- 
eral counsel of the Connecticut Public Util- 
ities Commission, has been named to suc- 
ceed him. Smith was listed as a Republican 
when he was appointed to the FPC Octo- 
ber 26, 1943, but later changed to an Inde- 
pendent. He served as chairman of FPC 
from January 1, 1947, to May 24, 1950. 
Connole is registered as an Independent. 

The White House released an exchange 
of letters in which Smith notified Presi- 
dent Eisenhower he did not wish to be 
considered for reappointment. Smith told 


The March of 
Events 


Mr. Eisenhower in a letter dated Febru- 
ary 2nd that he had been in public service 
almost all his adult life. He included twelve 
years of teaching economics at Dartmouth 
College and the University of Michigan, 
and eight years as a member and chairman 
of the public service commission of New 
Hampshire. 

“While this experience has been rich in 
satisfactions, I have concluded that I do 
not wish to be available for reappoint- 
ment,” Smith said. “Having now arrived 
at that decision, I think I should inform 
you at this time and remove any specula- 
tion.” Mr. Eisenhower thanked Smith for 
his thoughtfulness in advising him at this 
time. He said Smith could look back with 
satisfaction on “an outstanding career of 
public service.” 


* 
California 
Trinity Partnership Proposed vided it does not interfere with other fea- 
viene U. S. Bureau of Reclamation tures. Public versus private power develop- 
power and reclamation project may ment at Trinity has been a much-disputed 
be opened to the business-managed power issue. The first of the reports recommended 
industry on a partnership basis. A USBR federal construction only. But a second 
regional director has said in two reports (amending and revising the first) said 
to the Department of Interior that private private development of the hydro capacity 
development of the power facilities of the (233,000 kilowatts) would save the gov- 
California Central Valley project (Trinity ernment an investment of almost $65,- 
river division) would be acceptable, pro- 000,000. 
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In a separate report to Interior Secre- 
tary McKay, USBR Commissioner Dex- 
heimer said he would favor collaboration 
on power facilities so long as other proj- 
ect features would be executed along lines 
proposed by the bureau. Private construc- 
tion would relieve the government of the 
expense of integrating the Trinity power 
features with those already existing. With 
private power development, the govern- 
ment’s expenditure, all reimbursable, 
would be $154,144,000. This would con- 
sist of $105,358,000, to be repaid out of 
power revenue, and $48,786,000, to be re- 
paid from the sale of water for irrigation. 

The Pacific Gas and Electric Company 
on February 23rd revealed that it had 
made a formal proposal to USBR for part- 
nership construction of the Trinity river 
project. The company said its offer would 
provide at least $171,000,000 more net 
revenue to federal, state, and local govern- 
ments than if the project were constructed 
by the bureau alone. The company’s offer 
is to build the power generation and trans- 
mission facilities and to pay the govern- 
ment $3,500,000 per year for the use of 
falling water developed by the project. 
The partnership proposal, the company 


New 
Utility Seeks Tax “Freeze” 


UBLIC SERVICE ELectric & Gas Com- 
PANY was recently reported to have 
opened a drive in the state legislature to 
halt at 1954 levels the upward spiraling 
rate on the gross receipts tax paid by elec- 
tric, gas, and sewerage companies. 

The tax, which is paid in lieu of a per- 
sonal property levy, was 7.50099 per cent 
last year. A bill introduced by Senator 
Harper (Republican, Sussex) at the be- 
hest of Public Service would fix a 7.5 per 
cent ceiling on the gross receipts tax. 


> 


contends, would provide the most feasible 
development of the Trinity’s water and 
power resources and also would make 
funds available to help finance other need- 
ed water projects in California. Construc- 
tion of the power facilities by the company 
would save the federal government a cap- 
ital outlay of $50,000,000. 

Interior Department officials believe 
Congress will appropriate sufficient money 
for the reclamation projects now planned, 
or under way. But Chairman Engle 
(Democrat, California), of the House 
Interior Committee, believes that the ad- 
ministration USBR program must be ex- 
panded and “liberalized” or it will “die on 
the vine.” The Budget Message recom- 
mended starts on five new projects, none 
with power features. Interior Secretary 
McKay told the president of the National 
Reclamation Association that the depart- 
ment would have a backlog of new proj- 
ects ready when funds are available. Engle 
said during a subcommittee discussion of 
reclamation problems that USBR’s engi- 
neers now have nothing to do but “sit 
around shuffling papers.” The Budget Mes- 
sage recommended $7,675,000 for investi- 
gations of proposed projects this year. 


Jersey 
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Under present law, the gross receipts tax 
rate is the average state tax rate. This rate 
is determined by averaging the local rates 
of the state’s 567 municipalities. The tax is 
apportioned by the state and paid to 
municipalities. 

Utilities also pay a franchise tax to the 
municipalities through the state. This has 
been fixed for a number of years at 5 per 
cent of gross receipts. Public Service said 
that its subsidiary, Public Service Co- 
ordinated Transport, also pays the fran- 
chise tax and, in some of its operations, 
the gross receipts tax. 
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New York 


Reappointed to Power Post 


eee Witson of New York was 
reappointed to the state power au- 
thority recently by Governor Harriman. 
He is a close friend and associate of Rob- 
ert Moses, chairman of the authority. Wil- 
son remains as authority vice chairman. 
His term will expire May 6, 1958. 
The reappointment, it was said, should 
not be interpreted as indicating any policy 
Mr. Harriman would follow in the sale 
and distribution of St. Lawrence and 


> 


Niagara power, once the projects are de- 
veloped. 

The governor and Mr. Moses are in ac- 
cord that a “fair share” of the hydro- 
electric power that the authority is de- 
veloping in the International Rapids sec- 
tion of the St. Lawrence river should be 
retained in the immediate area to stimulate 
industrial development there. They like- 
wise agree, it was said, that municipally 
owned and co-operative distribution sys- 
tems should enjoy a preference in the pur- 
chase of authority-developed power. 


Pennsylvania 


Rate Boost Postponed 

HE state public utility commission re- 

cently suspended until September 1st 
the $1,300,000 rate boost proposed by the 
Philadelphia Transportation Company. 
The transit firm had asked for new tariffs 
to take effect March 1st. The proposed 
schedule was filed after the company 
granted a 5-cent hourly wage increase to 
its 9,000 operating employees. 


¥ 


Hearings to determine whether the rate 
increase is justified would open as soon as 
possible, the commission said. No formal 
complaints were filed against the new 
rates, but commission officials said they 
received several informal letters objecting 
to elimination of commutation tickets sell- 
ing 10 for $1.50. The basic 18-cent fare, 
or two tokens for 35 cents, would not be 
changed. 


Rhode Island 


Municipal Power Bill 
Introduced 


| een that would authorize any Rhode 
Island city or town to acquire or build 
an electric power plant was introduced in 
the house last month by Representative 
Mahoney (Democrat, Woonsocket). 
Before the municipally owned power 
system could be set up, however, the proj- 
ect would have to receive consent of a ma- 
jority of voters at a regular or special 
election. A two-fifths vote of the city or 
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town council, or a petition signed by two- 
fifths of the voters, could initiate an elec- 
tion. 

The Mahoney Bill, sent to the corpora- 
tions committee, would allow any city or 
town to issue bonds to acquire an electric 
plant, regardless of the size of its out- 
standing debt. A community could con- 
demn existing power plants, or buy from 
an existing company any property it 
needed without having to purchase other 
property not required to provide electric 
service. 
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Progress of Regulation 


School Board Protests Location of High-pressure Gas Main 


bf Connecticut commission was 
faced with a difficult problem when 
school authorities complained that a high- 
pressure gas main was nearer than 500 
feet to school buildings. The construction 
took place in 1951. A regulation setting 
the 500-foot standard for high-pressure 
mains was not adopted until a year later. 


Company’s Contention 


The gas company took the position that, 
first of all, its construction was completed 
when there was no standard; that there is 
no danger to the public; that no rule was 
violated and that a defect in the line, or 
some other affirmative danger, must be 
shown to justify an order of relocation. 


School Board’s Position 


The school authorities pointed out that 
while no distance limitation was in effect 
when the construction took place, the gen- 
eral statute gave the commission power to 
order “reasonable improvements, repairs, 
or alterations.” The company’s construc- 
tion, the school board said, was subject to 
the commission’s power under this statute 
to adopt such standards as actually were 
made effective. 


Regulations Control 
The Connecticut Public Utilities Com- 


mission agreed with the board’s conten- 
tion and said: 


The accident that the line was con- 
structed before the rules became effec- 
tive in no way affects whether the line 
was constructed in a safe manner. The 
obligation was on the company to con- 
struct its line in such a manner that the 
public safety and the health and safety 
of its employees were protected. This 
standard was contained in legislation 
enacted by the general assembly prior 
to the construction of the line. It is to 
this standard that the commission 
necessarily relates any particular meth- 
od of construction or manner of opera- 
tion. The promulgation of this com- 
mission’s rules and regulations was 
merely the implementation of the statu- 
tory mandate. The rules and regulations 
may have served to focus the neces- 
sarily blurred outline of the statutory 
standard but by no means did they 
create the standard itself. 


Relocation Not Required 


The commission did not require the re- 
location of the main, partly because of the 
practical difficulties and inconvenience to 
many gas users in the area but principally 
because the main in the past had never 
been operated at as much as 500 pounds 
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pressure. So long as the pressure in these 
mains was so low, the commission ruled 
that it would consider it as a low-pressure 
main which could be located as close as 
40 feet to school property. Thus, if no 
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change were made in the use of the pipe, 
no violation would exist. Board of Edu- 
cation, Town of Andover v. Algonquin 
Gas Transmission Co. Docket No. 8961, 
December 21, 1954. 


Is a Ferry a Highway? 


fi he United States court of appeals 
affirmed the conviction of a trucking 
company for engaging in interstate com- 
merce on a public highway without a 
certificate. The basis for the conviction in 
the lower court was the company’s send- 
ing its trucks over the Columbia river by 
ferry and then over short stretches of 
roadway connecting the ferry landing 
with a dam site under construction. The 
company had a certificate of public con- 
venience and necessity permitting opera- 
tion on highways on one side of the river 
but not on the other. 

The court ruled that the ferry and the 
approaches thereto constituted a public 


highway and the use thereof by the truck- 
ing company was outside the scope of the 
authority conveyed by its certificate. The 
court overruled the company’s argument 
that the ferry could not be considered a 
continuation of the highway because the 
continuity was broken by privately owned 
roads along the approaches on either side 
of the river. 

The appeals court said that this argu- 
ment was specious and that these short 
stretches of highway were part of the 
ferry service and were like ramps giving 
access to the ferry deck. United Truck 
Lines, Inc. v. United States (1954) 216 
F2d 396. 


Electric Rate Increase Authorized to Compensate 
For Downward Trend 


Few California commission approved a 
rate increase for an electric power 
company which had earned an estimated 
return of 5.42 per cent in the previous year. 
The new rates were calculated by applying 
a 6.25 per cent rate of return to the adopted 
rate base for the previous year. The com- 
mission made an allowance in excess of the 
6 per cent found to be reasonable to com- 
pensate for the admitted downward trend 
in rate of return. 


Income Tax Reduction 


In its calculation the commission took 
official notice of the fact that under the 
Internal Revenue Code of 1954 the fed- 
eral normal income tax rate would de- 
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crease five percentage points, effective at 
the end of the first quarter of 1955. The 
commission order provided that the new 
rates would become effective on the same 
date as the new tax rate and would reflect 
the reduction. The commission provided 
for the possibility that the drop in the tax 
rate would not become a reality by direct- 
ing the company to file a supplemental ap- 
plication if the higher tax rate should be 
continued. 


Comparative Earnings 


An exhibit was offered by the company 
in support of its request for a 6.25 per 
cent return, showing the returns realized 
on invested capital by 54 electric companies 
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in the United States whose bonds are rated 
single A by Moody’s Investment Service. 
This exhibit showed that the companies 
had earned an average of 6.35 per cent on 
their invested capital over the 3-year 
period 1951, 1952, and 1953. 

The commission did not seem to place 
too much reliance on this exhibit and 
stated its position in this way: 


While information relative to the 
earnings of other electric utilities on 
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their invested capital is informative and 
is a factor which can be considered, it is 
the practice of this commission in fixing 
rates to concern itself primarily with 
the determination of the fair return to 
be allowed on the investment in rate 
base which pertains to applicant’s elec- 
tric operations in California. 


Re California Electric Power Co. Applica- 


tion No. 34958 (Amended), Decision No. 
50909, December 28, 1954. 


Alternate Route Authority for Certificated Carrier Upheld 


HE supreme court of Nebraska up- 

held a commission order granting 
alternate route authority to a certificated 
carrier. In doing so the court observed 
that this type of authorization has never 
been brought before it, although it has 
passed upon the subject of certificates in- 
volving applications for service to new or 
additional points. 

The governing statute provides that a 
certificate may not be granted unless it is 
shown that the proposed service is, or will 
be, required by the present or future pub- 
lic convenience and necessity. This may be 
found in operating economies and those 
things which contribute to expedition, 
public safety, and efficiency in operation 
because, while they benefit the carrier 
first, they indirectly contribute to the pub- 
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lic safety and more reliable and expedi- 
tious and cheaper transportation. These 
factors, the court concluded, are safe 
foundations for a finding of public con- 
venience and necessity. 

The commission had found that the 
authorization would permit more eco- 
nomical operation by the company, and 
that it would allow the use of a shorter 
route and a less congested and more con- 
venient highway. Furthermore, the au- 
thorization would not result in the com- 
pany’s serving any new point or changing 
its service. 

Since the commission order was sus- 
tained by substantial evidence, the court 
held that it lacked authority to reverse it. 
West Nebraska Express Inc. v. Pirnie 
(Arrow Freight Lines), 67 NW2d 342. 


Nonoptional Extended Area Telephone Service Approved 


eb Alabama commission approved a 
telephone company’s application for 
approval of two-way nonoptional extended 
exchange service between two cities. The 
commission indicated that after consider- 
able study it had determined that the sub- 
stitution of optional two-way service in 
place of the present optional one-way serv- 


ice would be “uneconomically prohibitive.” 

A survey taken by the company and 
verified by the commission indicated that 
an overwhelming majority of the sub- 
scribers in the affected area were in favor 
of the new service. However, at the hear- 
ing several subscribers indicated that the 
new rates would be more than they would 
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be able to pay and that the change would 
result in a higher rate without giving 
them any material benefit. 


Rates Based on Income 


The commission ruled that while the 
rates in one of the areas would be raised 
to the rates in the other area by reason 
of the proposed change, with a corre- 
sponding hardship on some individual 
subscribers, the benefits to the area as a 


whole would be generally compensatory 
by reason, among other things, of re- 
duced toll charges and unlimited calling 
privileges. 

The Alabama commission pointed out 
that it would be impractical and discrimi- 
natory to establish rates and services for 
individual subscribers based upon per- 
sonal income of the subscribers. Re South- 
ern Bell Teleph. & Teleg. Co. Docket 
13784, December 13, 1954. 


Commission May Not Change Rates Pending Appeal from 
Earlier Rate Order 


| fone order requiring a tele- 
phone company to show cause why 
it should not charge lower rates pending 
the company’s appeal from a rate order 
was set aside by the Alabama circuit court 
of Montgomery county on the ground 
that the commission lacked jurisdiction 
to take such action. It was pointed out 
that under the Alabama law there can be 
but one lawful rate in force at a given 
time. When a utility appeals from a rate 
order, the rates permitted to be charged 
pending such appeal are those proposed 


by the company in its original petition. 

To protect the interest of the sub- 
scribers, the statute requires the company 
to file a supersedeas bond in double the 
amount of the increase in rates. The court 
concluded that it would be contrary to the 
provisions of the statute and to the super- 
sedeas order of the court to allow the 
commission to fix another schedule of 
rates pending the appeal. Southern Bell 
Teleph. & Teleg. Co. v. Alabama Pub. 
Service Commission, No. 27100, Decem- 
ber 18, 1954. 


Electric Rate Classification Discriminatory 


HE supreme court of Ohio reversed 
a commission order authorizing in- 
creased electric rates for 13,200-volt 3- 
phase alternating-current electricity con- 
ducted through underground distributing 
mains. It held that the company had erred 
in allocating property and expenses to this 
type of service and that, therefore, the 
establishment of the rate classification 
was unlawful and discriminatory. 
At the time of its establishment there 
were three customers subject to the rate 
classification. The three underground 
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cables serving them were laid in conduits 
which also contained underground lines 
assigned to a so-called “overhead” sys- 
tem, whereby final transmission of elec- 
tricity to the consumers is at overhead 
levels. 

Such purchasers of electricity as are 
served by the combination of underground 
and overhead conduits are on another rate 
which is substantially lower than that 
paid by the customers in question. 

The underground distributing mains 
are used in such a manner that allocations 
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of their value to the different types of 
service are difficult. The valuation figure, 
made applicable to the contested rate 
classification, includes property not solely 
usable for that service. No analysis was 
made by the commission of expenses ap- 
plicable to the service, although there was 
evidence in the record demonstrating that 
rates of depreciation on underground in- 
stallations are lower than overhead, and 
the cost of maintenance is less. 

The value of the underground trans- 
former vaults was allocated to the rate 
classification in such a manner that the 
affected customers were paying a higher 
rate than those purchasing power from 
the company at secondary voltages under 
another schedule, the company furnishing 
transformers and other equipment to re- 
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duce the voltage. Furthermore, the rate 
established in the present case was higher 
than that established for all the other con- 
sumers of power at primary voltage de- 
livered at from 2,300 to 13,800 volts by 
means of overhead or underground dis- 
tributing mains. 

The court held that an electric company 
may, without being guilty of unlawful dis- 
crimination, classify its customers on any 
reasonable basis and make separate rates 
for each class. But, it held, the company 
may charge but one rate for a particular 
service. Any discrimination among cus- 
tomers as to the rates charged for the 
same service under similar conditions is 
unreasonable and unlawful. Lazarus (F. 
& R.) & Co. v. Ohio Pub. Utilities Com- 
mission, 122 NE2d 783. 


Fair Value Rate Base Determined after Remand by Court 


F  evsianayi order authorizing a modified 
phone rate increase had been remand- 
ed by the state court to the North Caro- 
lina commission with directions to de- 
termine a fair value rate base. The court 
had held that it was the prerogative of the 
commission to determine the rates. 

The commission allowed a motion by 
the company to amend the original petition 
since it just asked the commission to con- 
sider the company’s future needs. In order 
to determine the proper rate base and ap- 
propriate return allowance, the commis- 
sion felt it should consider the latest avail- 
able evidence. 

The commission had fixed the rate of 
return on a net investment rate base in the 
previous order. For the instant determina- 
tion of fair value the commission con- 
sidered, among other things, the follow- 


ing: 
(1) the characteristics of the territory 
served ; 
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(2) the present and prospective serv- 
ice needs of the territory; 

(3) the general history of the com- 
pany and its operations; 

(4) the adequacy of the company’s 
organization as to the number of peo- 
ple, their skill, morale, and loyalty; 

(5) the quality and extent of the 
service; 

(6) such corporate or contractual 
relationships that will affect the fair 
value of the property; 

(7) the suitability of the facilities to 
give the service demanded and needed; 

(8) the original cost of the property ; 

(9) what the current cost of the prop- 
erty is and present prices of material, 
labor, and other economic factors; 

(10) the condition of the plant—that 
is, the amount of depreciation existing 
in the plant; 

(11) the financial history of the com- 
pany, its capital structure, and other 
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relevant facts or factors that might in- 
fluence or have some effect on the value 
of the property at a particular time. 


The commission took cognizance of the 
division between debt and equity capital 
in arriving at the return to be allowed. 
Generally speaking, a 334 per cent debt 
ratio was not considered out of proportion 
for a telephone company. 

A request to adjust the test period op- 
erating results to reflect theoretical reduc- 
tions in income tax payments available by 
the adoption of accelerated depreciation 
provisions was refused, the commission 
stating its reason in these words: 

To accept this would be to resolve 


prematurely the complex issues inherent 
in the determination of what action, if 
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any, the company should take as a result 
of these new tax provisions. These is- 
sues embrace both questions of prac- 
ticability as well as questions of regula- 
tory treatment which cannot be fully 
determined from the facts before us. 
The commission has continuing jurisdic- 
tion over this company’s operations. It 
will continue to study this matter and 
will require the company to advise the 
commission promptly of any change 
which it makes in its income tax returns 
as a result of these new provisions. 


The commission concluded that a re- 
turn of 6 per cent on the fair value rate 
base it had found was reasonable. Re 
Southern Bell Teleph. & Teleg. Co. Docket 
No. P-55, Sub 30, December 17, 1954. 


Telephone Rates Must Be Adequate to Attract 
Capital to Finance Dial System 


HE New York commission authorized 
a telephone company to increase its 
rates so as to produce a return of almost 
6 per cent, which it did not consider ex- 
cessive. The rate base consisted of the book 
cost of telephone plant in service less 
the depreciation reserve balance, to which 
was added the required working capital. 
The commission noted that the company 
was in the throes of a complete change- 
over in its operations. The conversion of 
the entire system to dial operation was al- 
most completed and additional capital 
would be required in future years. Since 
the present debt ratio of the company was 
54.8 per cent, the commission assumed that 
any early future financing would be in the 
form of equity securities. The attractive- 
ness of such securities in the eyes of pro- 
spective purchasers would naturally be 
based upon earnings sufficient to assure 
payment of regular dividends. 


MARCH 17, 1955 





346 


The company did not present a separate 
working capital study applicable to the 
periods under consideration. In computing 
the amounts for working capital, the com- 
pany applied factors developed in two 
prior rate proceedings, with an adjustment 
to reflect current federal income tax pay- 
ments. The commission noted that the 
company’s approach to determine the 
amount of working capital was by no 
means an accurate one. Any application of 
factors developed a few years ago, it was 
thought, was at best only a rough ap- 
proximation and might bear no relation- 
ship to current operations. However, the 
allowances for working capital did not ap- 
pear to be unreasonable based on the 
amounts formerly allowed. Barring a de- 
tailed study applicable to the periods under 
consideration, the company’s proposed al- 
lowances were accepted. 

The propriety of the increase was justi- 
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fied by the commission in the following 
passage: 


Part of the hoped for improvement 
has already been realized. It would be 
little less than tragic at this critical junc- 
ture in the forward progress, if the com- 
pany were denied the means to attract, 
on reasonable terms, the large volume 
of additional capital it requires for the 
fulfillment of its ambitious program. It 
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needs more equity capital, considering 
its present high debt ratio, to achieve a 
better balanced capital structure and 
secure needed funds for complete con- 
version to dial service. It cannot do so 
with its present operating revenues. 
Taxes alone will absorb more than 50 
per cent of the proposed increase. 


Re Rochester Teleph. Corp. Case 16975, 
December 20, 1954. 


Crossing Cost Allocation 


A RAILROAD contended, on an appeal 
from a commission order charging 
it with 50 per cent of the cost of installing 
additional signals at two railroad cross- 
ings, that if the state highway commission 
had applied for federal aid for the instal- 
lation, the railroad would have been 
chargeable with no more than 10 per cent 


e 


of installation cost. The contention was 
overruled by the Missouri supreme court 
on the ground that the commission order 
was not unreasonable or arbitrary and that 
the railroad had no concern in the state’s 
use of funds allocated to it by the federal 
government. Missouri v. Public Service 
Commission, 273 SW2d 334. 


Other Important Rulings 


Rate Order Remanded. A natural gas 
company’s appeal from a rate order of 
the Federal Power Commission, disallow- 
ing a state gross receipts tax as an operat- 
ing charge, was remanded by the United 
States court of appeals, with directions 
that final determination of the rates be 
postponed until termination of pending 
litigation in a state court as to the com- 
pany’s liability for the tax, in view of the 
commission’s statement that if the state 
court determines that the company is 
liable for the tax, it will be allowed as a 
cost-of-service item. Tennessee Nat. Gas 
Lines, Inc. v. Federal Power Commission 
et al. No. 12249, December 23, 1954. 


Rate Misrepresented. The New York 
supreme court allowed a motor carrier to 
recover shipping charges against a shipper, 
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notwithstanding that a shipment solicitor 
had induced the shipment by allegedly mis- 
representing the legal rate, since the ship- 
per was presumed to have knowledge of 
the lawful rates filed with the Interstate 
Commerce Commission. Kelleher Car- 
Loading & Distributing Co. v. Muller 
Paper Goods Co. 134 NYS2d 659. 


Nomination of Railroad Commissioner. 
The Montana supreme court held that a 
party seeking, as a taxpayer and prospec- 
tive absentee voter, to enjoin the secretary 
of state from certifying nominees to the 
railroad commission, has no right or 
capacity to invoke equitable cognizance of 
a purely political question, in the absence 
of injury. Montana ex rel. Mitchell v. 
District Court of the First Judicial Dis- 
trict, 275 P2d 642. 
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Television Station Permit. The United 
States court of appeals held that an ap- 
plicant for a permit to construct and op- 
erate a commercial television station could 
not contest the qualifications of another 
applicant or otherwise dispute the Federal 
Communications Commission’s action on 
the latter’s qualifications where the first 
applicant had not established its minimum 
qualifications. Colonial Television, Inc. v. 
Federal Communications Commission, 217 
F2d 21. 


Correction 
Reserve Accounting for Fast Deprecia- 
tion under § 167—1954 Internal Revenue 
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Code. In the article entitled “What the 
New Rapid Tax Depreciation Means to 
Utilities,” by Willard F. Stanley, appear- 
ing in the March 3, 1955, issue of PuBLic 
UTILITIES FORTNIGHTLY, it was stated 
erroneously on pages 243 and 244 that the 
Michigan commission order provided that 
the rate base should be reduced by the net 
amount of the tax reductions from rapid 
depreciation. Based on the record in the 
Detroit Edison Case, this statement is in 
error. The order is strictly an accounting 
order and nothing appears which could be 
said to have any bearing on the setting of 
rates. 
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MAINE SUPREME JUDICIAL COURT 


Central Maine Power Company 


Maine Public Utilities Commission 


— Me —, 109 A2d 512 
October 20, 1954 


PPEAL from commission order allowing substantially lower 
A rate increase than requested; case remanded to commission 
for decree upon existing records in accordance with opinion. For 
commission decision, see (1953) 1 PUR3d 421; amd for later 

decision, see (1954) 7 PUR3d 15. 


Appeal and review, § 48 — Scope of review — Commission rate order. 
1. The court, in reviewing the action of the commission in a rate case, 
must not err on the side of substituting its discretion and judgment for that 
of the commission, since the fact that the rates established by the commis- 
sion might differ from what the court might have determined upon the same 
evidence does not render the commission-established rates erroneous, p. 4. 


Appeal and review, § 48 — Scope of judictal review — Rate order. 
2. The court’s review of a commission rate decision is confined to matters 
of law only, p. 4. 


Rates, § 174 — Need for rate base determination. 
3. The first task of the commission in a rate proceeding is to determine the 
rate base, that is to say, the fair value for rate-making purposes upon which 
the company is entitled to earn a fair rate of return, p. 4. 


Valuation, § 410 — Evidence — Commission determination — Meaning of “due 
consideration.” 

4. A statutory requirement that the commission give “due consideration’ 

to evidence tending to establish any factor of fair value of utility property 

for rate-making purposes does not mean that the commission is not the judge 

of the weight to be given to the preferred evidence, nor does it mean that 

equal weight must be given to each factor proven, but means rather that at 

[1] 1 7 PUR 3d 
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least reasonable and fair consideration be given and that a proven factor 
be reflected in the ultimate finding of value, p. 5. 


Valuation, § 22 — Projection for future period. 
5. It is not improper for the commission, in the determination of a rate 
base for a company in the process of expanding very substantially, to use six 
months’ actual figures for the period just passed and six months estimated 
for the period in the future, since the commission could not be expected 
to project its forecast beyond this period in the determination of a fair 
average of book properties for the immediate future, p. 5. 

Valuation, § 68 — Acquisition adjustment — Depreciated original cost. 
6. It is error to compute the depreciated original cost of utility property 
when first devoted to public use by deducting from the net book cost the 
gross amount of items in the acquisition adjustment account, p. 6. 


Valuation, § 40 — Current value — Reproduction cost less depreciation. 
7. No effort to appraise current value as a factor in a rate base deter- 
mination is complete without proper consideration of reproduction cost 
less depreciation, p. 8. 


Valuation, § 413 — Rate base testimony — Evidence of expert. 
8. Where judgment is involved in the testimony of an expert witness 
regarding the rate base of a utility, the commission is justified in subjecting 
the proffered evidence to very close scrutiny and critical analysis, and the 
commission may assess the weight to be given to the testimony so long 
as it is done in a spirit which is not arbitrary or capricious or founded on 
immovable preconception, p. 9. 

Valuation, § 39 — Rate base determination — Current costs. 
9. A determination of the fair value of utility property only 3 per cent 
over original cost depreciated was found to be erroneous in a state in which 
the legislature required that current value be given due consideration in 
a rate base determination, since under present economic conditions a 3 per 
cent increase would not indicate that the current cost factor had found 
appreciable reflection in the end result, p. 9. 


Evidence, § 9 — Judicial notice — Inflation. 
10. A court, in reviewing a commission rate order, may take judicial 
notice of present inflationary conditions, p. 9. 


Expenses, § 49 — Pension payments. 
11. Substantial payments made by an electric company to an employees’ 
pension fund on account of past services of employees were allowed as 
operating expenses, p. 12. , 

Expenses, § 49 — Pension payments — Amortization. 
12. Payments by an electric company to an employees’ pension fund on 
account of past services of employees should be amortized over the shortest 
period allowable for tax purposes, since the longer the past employment 
of an employee, the shorter will be the period in which his service as a 
contented employee will benefit the company and its customers before 
retirement, p. 12. 

Expenses, § 6 — Function of commission — Pension payments — Amortization — 

Managerial discretion. 

13. A decision on the part of utility management to amortize over a 10-year 
period payments made to an employees’ pension account, so that the account 
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would be completely funded, instead of amortizing the payments over a 
longer period, is primarily a matter of managerial discretion which should 
not be upset by the commission unless there is capricious or arbitrary action 
which would place an unfair burden upon any group of consumers, p. 12. 


Valuation, § 245 — Component of rate base — Subsidiary’s property. 
14. The property of an electric utility’s subsidiary should not be included 
in the utility’s rate base where part of the property is not devoted to opera- 
tions of the utility and, in addition, is subject to rights of long-term lessees 
who are third parties, p. 13. 

Valuation, § 299.1 — Working capital — Taxes. 
15. Income tax accruals were considered adequate to provide working capital 
for an electric company, after proper deductions for materials and supplies 
used for new construction, p. 14. 


Return, § 87 — Electric company. 
16. A return of 5.9 per cent on the rate base was considered fair for an 
electric company, p. 14. 

Appeal and review, § 63 — Utility rate base — Commission determination. 
17. A commission’s rate order was reversed and remanded where error in 
the original cost factor was patent on the face of the decree and where the 
commission apparently gave insufficient consideration, rather than appreci- 
able reflection, to the factor of current value, p. 14. 

Rates, § 125 — Balance of interest — Customer and company. 
18. The commission, in determining rates for an electric company, must 
strike a nice balance between the essential revenue needs of the company 
and the value of the service to the ratepayer and his ability to pay, p. 14. 





Rates, § 2 — Nature of rate making. 
Statement that rate making is by no means an exact science and, in the 
last analysis, fair rate making depends on the application of a sound judg- 
ment, p. 4. 
> 


APPEARANCES: Hutchinson, Pierce, 
Atwood & Scribner, Portland, Edward 
H. Maxcy, Augusta, for plaintiff; 
Richard Sanborn, Augusta, for de- 
fendant. 


Before Fellows, CJ., and William- 
son, Tirrell, Webber, Beliveau, and 


Tapley, JJ. 


WEBBER, J.: On December 29, 
1952, the Central Maine Power Com- 
pany filed with the public utilities 
commission a revision of its rates. 
Suspension orders issued pending 
hearing. Public hearings were duly 
held during which voluminous testi- 


mony and exhibits were received in 
evidence. By its decree on November 
6, 1953, 1 PUR3d 421, the commis- 
sion disallowed the proposed rates 
but authorized an increase of rates 
designed to produce approximately 
$750,000 total additional gross rev- 
enues. The authorized rates were 
predicated upon the assumption that 
the corporate income tax rate would 
be reduced on April 1, 1954, from 52 
per cent to 47 per cent. Upon recon- 
sideration, the commission on Novem- 
ber 18, 1953, anticipating correctly 
that Congress might, as it now has, 
maintain the 52 per cent rate, issued 

7 PUR 3d 








a supplemental decree authorizing a 
surcharge of 2.7 per cent to be added 
to all bills, designed to cover the 
interim situation until the new cor- 
porate income tax rate should be 
established. The surcharge was ex- 
pected to produce additional annual 
revenues of $670,000. These total 
revenues, however, are substantially 
less than those proposed by the com- 
pany, and its exceptions properly raise 
here legal issues testing the decrees. 
The 19 exceptions overlap as to 
issues raised and we will therefore deal 
with issues rather than with the ex- 
ceptions seriatim. In general, the basic 
question before us is whether or not 
the commission has fixed reasonable 
and just rates, supported by sub- 
stantial evidence, which will produce 
a fair return upon the reasonable 
value of the property of the company 
used or required to be used in its 
service to the public within the state. 


[1, 2] The legislature has estab- 
lished the formula for making rates 
and has entrusted to the commission 
the difficult task of balancing between 
the interests of the producer of electric 
power and the consumer. The com- 
mission deals exclusively with prob- 
lems of this type and is expected to 
have and acquire special knowledge 
and skill which come to the specialist 
through experience. In a review of 
commission action in a rate case, 
therefore, the court must not err on 
the side of substituting its discretion 
and judgment for that of the commis- 
sion. It is unlikely that in any given 
case the rates established by the com- 
mission would be exactly the same as 
those which a court might determine 
upon the same evidence—but that fact 
in and of itself does not render the 
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rates erroneous. Rate making is by 
no means an exact science and in the 
last analysis fair rate making de- 
pends on the application of a sound 
judgment. Our review is confined to 
matters of law only. As we so recently 
stated in New England Teleph. & 
Teleg. Co. v. Maine Pub. Utilities 
Commission, 148 Me 374, 377, 98 
PUR NS 326, 328, 94 A2d 801, 803: 
“The commission is the judge of the 
facts in rate cases such as this. This 
court under the statute which created 
it is only a court to decide questions 
of law. It must be so, for it has not 
at its disposal the engineering and the 
technical skill to decide questions of 
fact which were wisely left within the 
province of the commission. Only 
when the commission abuses the dis- 
cretion entrusted to it, or fails to 
follow the mandate of the legislature, 
or to be bound by the prohibitions of 
the constitution, can this court inter- 
vene. Then the question becomes one 
of law. We cannot review the com- 
mission’s findings of fact and seek to 
determine what rates are reasonable 
and just. When the commission de- 
cides a case before it without evidence, 
or on inadmissible evidence, or im- 
properly interprets the evidence be- 
fore it, then the question becomes one 
of law.” 

[3] The first task of the commis- 
sion in any rate case is to determine 
a rate base, that is to say, the fair 
value for rate-making purposes upon 
which the company is entitled to earn 
a fair rate of return. This fair value 
is quite distinguishable from a fair 
value as a basis of purchase. It is in 
effect a composite ascertained and 
fixed by giving “due consideration to 
evidence” of certain factors. The 
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legislature during the pendency of 
these proceedings by enactment in P.L. 
1953, Chap 377, § 17, enumerated 
these factors as “the cost of the prop- 
erty when first devoted to public use, 
prudent acquisition cost to the utility, 
current value thereof, less depreciation 
on each, and any other factors or evi- 
dence material and relevant thereto.” 
We agree with the commission and 
both parties to the controversy that 
here was no change in the substantive 
law, but only an attempted clarification 
and amplification of procedural re- 
quirements to effectuate what has long 
been the accepted law of this state. As 
evidence of reproduction cost less de- 
preciation would be material in any de- 
termination of “current value,” it 
would be improper for the commission 
to exclude such evidence or fail to give 
it “due consideration.” We so recently 
defined fair value for rate-making pur- 
poses in the (New England) Tele- 
phone Case, supra, that no further 
elaboration seems helpful or necessary. 


[4] The requirement that the com- 
mission give “due consideration” to 
evidence tending to establish any factor 
of fair value does not mean that the 
commission is not the judge of the 
weight to be given to the proffered 
evidence. Nor does it mean that equal 
weight must be given to each factor 
proven. The commission may not pro- 
ceed with a closed mind and no dis- 
position to be convinced by unim- 
peachable evidence. ‘Due considera- 


tion” requires at least reasonable and 
fair consideration, and once a factor 
is well proven, “[nJot only must the 
commission give consideration to it, 
but such factor must find reflection in 
the finding of value.” Ashland Water 
Co. v. Wisconsin R. Commission (DC 





Wis 1925) PUR1926B 293, 300, 7 
F2d 924, 927. As was emphasized in 
the (New England) Telephone Case, 
supra, arbitrary and capricious disre- 
gard by the commission of a factor 
established by legislative mandate, or 
of evidence tending to prove such a 
factor, is reversible error. 


In this case the company offered 
evidence in support of the various 
factors, none of which was excluded. 
Admittedly the company had the bur- 
den of proof throughout. Revised 
Stats 1944, Chap 40, § 69. 


[5] Average Book Value Depreci- 
ated. Asapreliminary to a determina- 
tion as to what property of the com- 
pany remains unretired and devoted 
to public service and what the depre- 
ciated original cost factor may be, 
substantial evidence was received as to 
the net average property account as 
shown on the books of the company. 
As the property is always in a state 
of flux resulting from increases by way 
of new construction and other acquisi- 
tions and from decreases by way of 
destruction, obsolescence, retirement, 
and the like, it is recognized that some 
average period must be used. The 
company relied on estimates to fore- 
cast the future for the year 1953. The 
weight to be attached to such estimates 
is to be determined by the commis- 
sion, and the company does not show 
prejudicial error where the commis- 
sion found an average figure substan- 
tially higher than the average for the 
most recent full year of actual figures, 
especially where figures for the last 
four months of that period indicate that 
the then current trend was for retire- 
ments to exceed acquisitions. It is 
not in dispute that on a long range 
basis the company is expanding very 
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substantially, but in its determination 
of a fair average of book properties, the 
commission could not be expected to 
project its forecast beyond the period 
it chose, which reflected six months 
of actual figures and six months esti- 
mated. We therefore find no error 
as a matter of law in the finding 
of the commission “that $135,000,000 
represents a fair estimate of what the 
net operating properties will average 
on the books of the company for the 
year 1953, under the company’s pres- 
ent method of allocation and distribu- 
tion of accounts.” [Supra, 1 PUR3d 
at p. 425.] It should be noted that 
this finding was not of such a nature 
as to preclude the commission from a 
further determination as to whether 
all of this book property was of a 
type properly includable in a rate base 
or whether there should be further 
reductions for retirement and the like. 

[6] Original Cost Less Deprecia- 
tion. There is no dispute that this 
factor is intended to be the depreciated 
original cost of property now existing 
and devoted to the public use. This 
cost is taken as of the time when 
the property was first devoted to the 
public use, whether that event occurred 
when it was in the hands of this com- 
pany or a former owner. There is 
apparent agreement also that if ac- 
counts are properly distributed and 
kept in accordance with the Uniform 
System of Accounts promulgated by 
the commission, the original cost is 
readily ascertainable by subtracting so- 
called Account E-371 from the amount 
of net operating property or “book 
cost.” Any and all excess over orig- 
inal cost paid by any subsequent owner 
or owners is properly accumulated and 
carried in E-371. The problem here, 
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however, is complicated by conflicts 
arising out of the evidence as to 
whether or not Account E-371 is ac- 
curate or complete and as to whether - 
or not further deductions should not 
be made for nonoperating property, 
nonexistent property, or property 
which has been or should have been 
retired. The company has acquired 
many plants from other concerns as 
it has expanded. The original cost 
of the operating property of some of 
these plants was incurred thirty or 
forty years ago. Such matters are 
properly to be weighed by the com- 
mission both in determining what was 
depreciated original cost and in giving 
due consideration to original cost as 
a factor. 


When, however, the commission 
makes a determination of depreciated 
original cost, as it did in this decree, 
and discloses manifest, substantial, and 
prejudicial error in the method it 
employed in arriving at that deter- 
mination, the result is legal error. We 
need not look beyond the decree itself 
to see where obvious though entirely 
unintentional error occurred. The 
decree states: 


“There was presented by the state, 
substantial evidence that there is 
about $8,200,000 of property presently 
listed on the company’s books which is 
open to considerable doubt as to the 
propriety of its inclusion in original 
cost of operating property in service. 
We do not feel sufficient information 
is presently at hand to adopt the 
state’s evidence in toto. But consid- 
ering all the above factors and the 
evidence of both sides as to the orig- 
inal cost of the present properties when 
first devoted to public use, we find that 
a total of about $4,500,000, in addi- 
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tion to the present E-371 account, 
should be deducted from the company’s 
book figures to arrive at original cost. 
In short, the original cost of the prop- 
erties, in our best estimate, is about 
$128,000,000.” [Supra, 1 PUR3d 
at p. 427.] 

The E-371 account was approxi- 
mately $2,500,000. It represented a 
difference between two gross figures 
and was itself a gross figure. The 
other disputed items comprising the 
$4,500,000 seem also to have been 
gross items. Yet the sum of these 
gross items amounting to $7,000,000 
was subtracted from $135,000,000, 
admittedly a net depreciated figure, in 
order to produce original cost depre- 
ciated, itself a net figure. In an effort 
to minimize this error, the able counsel 
for the state argues that some of the 
items are nondepreciable and it cannot 
be ascertained which among items to- 
taling $8,200,000 the commission se- 
lected for deduction. He argues fur- 
ther that the difference between 
$7,000,000 and $8,200,000 or $1,200,- 
000 is ample provision for accrued 
depreciation on depreciable items and 
therefore the $7,000,000 is in fact a 
net figure. This latter argument pre- 
supposes however that the commission 
found $8,200,000 to be deductible and 
then deducted only $7,000,000. This 
the commission tells us it did not do. 
It mentioned $8,200,000 as doubtful 
but said the evidence only supported a 
deduction of $7,000,000. Thus the ex- 
press finding left no $1,200,000 as a 
margin to cover depreciation. As to 
the ascertainment of items selected, 
there is at least no doubt that the 
E-371 account was selected, for the 
commission says so. That being a 
gross item, it makes little difference 


whether the items comprising the $4,- 
500,000 are depreciable or nondepre- 
ciable, gross or net. The simile em- 
ployed by the counsel for the company 
is apt: “One cannot add pears to 
potatoes and get potatoes.” Is the 
error important? Is it prejudicial? 
We think so. Without suggesting 
that any rate or method of deprecia- 
tion is the proper one, but for illus- 
tration only, let us assume the com- 
posite depreciation rate of 2.193 per 
cent used by the company on excess 
acquisition cost. Applied to approx- 
imately $2,500,000 in Account E-371 
for a period covering some forty years, 
the depreciation would be approxi- 
mately $2,193,000. This amount 
would represent excess erroneously 
deducted by the commission in deter- 
mining depreciated original cost, and 
would have to be added to the $128,- 
000,000 which was found. The im- 
pact of the error could easily be greater 
depending on the number of depreci- 
able items in the $4,500,000. This 
analysis, however, suffices to demon- 
state that the result of the error was 
very substantial and that the commis- 
sion, in giving the required “due con- 
sideration” to depreciated original 
cost, was considering an amount 
which, by its own method of compu- 
tation, was far lower than was proper. 
The basic issue is raised specifically 
by the eighth and ninth exceptions 
taken by the company. These excep- 
tions must be sustained. 

Prudent Acquisition Cost Less De- 
preciation. As has been stated, this 
factor is intended to reflect the dif- 
ference, most often an excess, between 
the original cost when first devoted to 
public service and the amount invested 
upon acquisition. This factor brings 
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into focus what the company prudently 
invested in the property and takes into 
account that property which is part 
of an established business often de- 
mands a higher price than its original 
cost. The company has the burden of 
proving its prudence in acquiring prop- 
erty, for the consumer cannot be com- 
pelled to provide the utility with an 
income on its unjustifiable and im- 
prudent acquisitions. The commis- 
sion did not determine any amount 
directly for this factor. It said: “In 
this instance where the property con- 
nected with this acquisition amount 
has been substantially retired, we can 
give very little consideration to such 
amount in the rate base.” [Supra, 1 
PUR3d at p. 426.] We do not con- 
strue this statement as meaning that 
the commission failed to give “due 
consideration” to the factor. Rather 
does it appear that upon due consid- 
eration, having in mind that the ac- 
quisition excess over original cost first 
made its appearance many years ago, 
and the item being depreciable, the net 
result does not weigh heavily in the 
scales in assessing fair value for rate- 
making purposes. We cannot say that 
the commission was in error in this 
determination. However, we cannot 
lose sight of the fact that this method 
of disposing of the factor of prudent 
acquisition cost less depreciation does 
nothing to diminish the impact of the 
error above noted in determining orig- 
inal cost less depreciation. 

[7] Current Value. The commis- 
sion properly recognized that no effort 
to appraise “current value” as a factor 
would be complete without proper con- 
sideration of reproduction cost less de- 
preciation. Reproduction cost as a 
factor in rate-making cases has sailed 
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over stormy and tumultuous judicial 
seas. Acclaimed as necessary to any 
determination of fair value in Smyth 
v. Ames (1898) 169 US 466, 42 
L ed 819, 18 S Ct 418, vigorously 
attacked by Mr. Justice Brandeis, the 
“pioneer juristic advocate of the pru- 
dent investment theory for man-made 
utilities,” dissenting in State of Mis- 
souri ex rel. Southwestern Bell Teleph. 
Co. v. Public Service Commission, 262 
US 276, PUR1923C 193, 67 L ed 
981, 43 S Ct 544, 31 ALR 807, it 
was finally eliminated in any test of 
rates promulgated pursuant to con- 
gressional legislation in Federal Pow- 
er Commission v. Hope Nat. Gas Co. 
(1944) 320 US 591, 51 PUR NS 
193, 88 L ed 333, 64 S Ct 281, 310. 


Many commissions have repudiated 
it as a factor as they have repudiated 
the relation of rates to “fair value.” 
But our legislative mandate, consis- 
tently interpreted by this court, has 
dictated consideration of this factor 
as we so strongly emphasized in the 
(New England) Telephone Case, 
supra. The language of Congress and 
the language used by our legislature 
are not the same. The statute in force 
at the inception of these proceedings 
was R.S. 1944, Chap 40, §§ 16 and 
17, which read as follows: 

“Section 16. Public utility to fur- 
nish safe and reasonable facilities; 
charges to be reasonable and just. 
R.S. Chap 62, §16. Every public 
utility is required to furnish safe, rea- 
sonable, and adequate facilities. The 
rate, toll, or charge, or any joint rate 
made, exacted, demanded, or collected 
by any public utility for the convey- 
ance or transportation of persons or 





1Mr. Justice Jackson dissenting in the Hope 
Case cited infra. 
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property between points within this 
state, or for any heat, light, water, or 
power produced, transmitted, deliv- 
ered, or furnished, or for any telephone 
or telegraph message conveyed, or for 
any service rendered or to be rendered 
in connection with any public utility, 
shall be reasonable and just, taking 
into due consideration the fair value of 
all its property with a fair return 
thereon, its rights and plant as a going 
concern, business risk, and deprecia- 
tion. Every unjust or unreasonable 
charge for such service is prohibited 
and declared unlawful. 


“Section 17. Valuation of property 
to be made tf necessary for fixing 
rates. RS. Chap 62, §40. The 
commission shall fix a reasonable value 
upon all the property of any public 
utility used or required to be used in 
its service to the public within the 
state whenever it deems a valuation 
thereof to be necessary for the fixing 
of fair and reasonable rates, tolls, and 
charges ; and in making such valuation 
it may avail itself of any reports, 
records, or other information available 
to it in the office of any state officer 
or board.” 

This statute, judicially interpreted, 
furnished the substantive law appli- 
cable here. In Chap 377 of P.L.1953, 
enacted during the pendency of these 
proceedings, the legislature reversed 
the order of the words “just” and 
“reasonable” in § 16 and removed 
from that section the words “taking 
into due consideration the fair value 
of all its property with a fair return 
thereon, its rights and plant as a go- 
ing concern, business risk, and depre- 
ciation.” It further substituted a new 
§ 17 to read as follows: 

“Valuation of property made for 


fixing rates. In determining reason- 
able and just rates, tolls, and charges, 
the commission shall fix a reasonable 
value upon all the property of any 
public utility used or required to be 
used in its service to the public within 
the state and a fair return thereon. 
In fixing such reasonable value, the 
commission shall give due considera- 
tion to evidence of the cost of the 
property when first devoted to public 
use, prudent acquisition cost to the 
utility, current value thereof, less de- 
preciation on each, and any other 
factors or evidence material and rele- 
vant thereto. In making such valua- 
tion the commission may avail itself 
of any reports, records, or other in- 
formation available to it in the office 
of any state officer or board.’” (Em- 
phasis supplied. ) 


These amendments elaborated as to 
procedural matters, but did not change 
the basic substantive law which was 
in effect at the inception of this rate 
case and which of course controlled 
the disposition of this case as all con- 
cerned recognize. “Commonly stat- 
utes relating merely to the remedy or 
procedure and not affecting substan- 
tive rights have been said to operate 
retroactively. It is usual for 
such statute to be applied to existing 
causes of action and even to pending 
cases.” E, B. Horn Co. v. Assessors 
of Boston (1947) 321 Mass 579, 74 
NE2d 421, 423; see also 82 CJS, 
Statutes, § 422, page 999, Note 37 and 
cases cited; Oriental Bank v. Freeze 
(1841) 18 Me 109. 

[8-10] The conjunction in the 
amendment of the words “current 
value, less depreciation on each” cre- 
ates some confusion as to legislative 
intent. Obviously the legislature could 
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not have intended that the words 
should mean “current value less depre- 
ciation.” This would create a para- 
dox as “current value” in and of itself 
reflects depreciation, and depreciation 
is not applied twice. It is apparent 
that the words “less depreciation on 
each” were intended to apply to the 
original cost and prudent acquisition 
cost factors only, leaving “current 
value” to reflect those factors which 
are ordinarily determinative of the 
current value of anything. Not the 
least of these factors, as we have said, 
is reproduction cost less depreciation. 
With this concept of legislative re- 
quirement apparently in mind, the com- 
pany presented the testimony of an in- 
dependent engineer together with a 
voluminous exhibit prepared by him. 
Presumably the company sought to 
escape the charge of bias and prejudice 
which would naturally attend any 
effort to rely on the evidence of its 
own engineers and officers. The wit- 
ness does not appear to lack either 
training or experience. His approach 
was to use reproduction cost less de- 
preciation, controlled downward by 
other operative factors, in an effort to 
estimate current value. In dealing 
with this factor, we are necessarily 
dealing with estimates and matters of 
judgment. Where judgment is in- 
volved, the commission is justified in 
subjecting the proffered evidence to 
very close scrutiny and critical anal- 
ysis. The weight to be given to it 
is for the commission, but the assess- 
ing of weight can only be done prop- 
erly in a spirit which is not arbitrary 
or capricious or founded on immov- 
able preconceptions. The commission 
severely criticized the witness for a bias 
which on perusal of his testimony and 
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exhibit tends to escape us, and for 
errors which seem to us hardly prej- 
udicial enough to defeat the entire 
purpose of the evidence. The com- 
mission is highly critical of his com- 
parisons of hydroelectric property and 
steam-operated property, and say in 
the decree, “His method of evaluating 
the hydro facilities of the company on 
what costs would be for equivalent 
steam plants, discounts sharply this 
state’s acknowledged natural water 
resources and leaves the public to 
absorb the extra costs entailed by ex- 
pensive transportation of oil and total 
use of steam.” [Supra, 1 PUR3d at 
p. 428.] The commission would in- 
deed be derelict in duty if it did not 
preserve for the public every benefit to 
be derived from the presence of natural 
water power in this state. But as we 
read the record, we are at a loss to find 
any evidence whatever to support the 
statement quoted. What the witness 
did seems quite obvious. He took into 
account the very high corporate in- 
come tax rate of 52 per cent of net 
earnings, which in the last analysis 
must be paid by the rate-paying con- 
sumer of power. He recognized the 
fact that hydro property with its large 
investment and low operating cost is 
more vulnerable to the income tax than 
steam property with its relatively low 
investment and relatively high operat- 
ing expense. Wherever he found 
hydro property which under these 
conditions was not as advantageous a 
producer as comparative steam prop- 
erty, he reduced the value of the hydro 
proportionately. In not one instance 
did he use steam comparison to in- 
crease the current value which he 
placed on hydro property. The cases 
cited by the state repudiate the assign- 








CENTRAL MAINE POWER CO. v. PUB. UTIL. COMM. 


ment of an increased value of water 
rights by capitalizing the savings of 
hydro production over equivalent 
steam operation as tending to deprive 
the public of the benefit of its natural 
resources. We do not see that they 
apply where the value of the natural 
resources tend under certain conditions 
to be diminished by steam competition. 
Actually, the impact of steam compari- 
son as applied by the witness resulted 
in a reduction in current value of ap- 
proximately $4,000,000, all to the ad- 
vantage of the public and the detriment 
of the company. This does not im- 
press us as the attitude of a person 
heavily biased in favor of the company. 
The witness produced as a final esti- 
mate of current value (a depreciated 
figure) the amount of $163,986,139. 
In estimating a property of such size, 
perfect exactitude could neither be 
expected nor required. Certain errors 
were inevitable and the commission 
was duty bound to weigh the evidence 
fairly and, if necessary, reduce the esti- 
mate as the evidence and sound judg- 
ment might suggest. What the com- 
mission did was summarily to dismiss 
any evidence of current value in these 
words: “Altogether, we feel that the 
witness, with his exhibit, has not pro- 
duced a total figure which is satis- 
factory evidence of the current value 
required by the statute.” [Supra, 1 
PUR3d at p. 428.] Starting with a 
depreciated original cost erroneously 
computed as $128,000,000, and disre- 
garding prudent acquisition cost de- 
preciated for reasons we have dis- 
cussed, the commission determined 
fair value for rate purposes as $132,- 
000,000 which is only $4,000,000 more 
than its own concept of original cost 
depreciated. Yet it cannot be disputed 


that the factor of current value is the 
only one which in any way reflects the 
greatly increased costs which seem to 
have become implemented into our 
economy. We cannot escape the con- 
clusion that the commission based its 
findings on a preconception that the 
legislature is in error in using current 
value as a factor. It is not enough to 
give mere token recognition of a factor 
imposed by legislative mandate. The 
factor, properly determined, must find 
appreciable reflection in the end result. 
In the light of what every one knows 
about increased costs generally, we do 
not believe that an increase over orig- 
inal cost depreciated of barely over 
3 per cent is an appreciable reflection 
of the impact of inflation upon values. 
Obviously if the original cost factor 
had been correctly determined, the per- 
centage of increase reflected in an end 
result of $132,000,000 would be sub- 
stantially less than 3 per cent. The 
fact that there has been a substantial 
inflation has not escaped our attention. 
“Judges are not necessarily ignorant 
in court of what everybody else, and 
they themselves out of court, are 
familiar with; and there is no reason 
why they should pretend to be more 
ignorant or unobserving than the rest 
of mankind.” Affiliated Enterprises 
v. Waller (1939) 1 Terry (40 Del) 
28, 5 A2d 257, 261. We quoted this 
statement in Melanson v. Reed Bros. 
(1950) 146 Me 16, at p. 22, 76 A2d 
853, at p. 856, and added this com- 
ment, “This principle is as applicable 
to justices of the law court as it is 
to justices at nist prius. It not 
only may, but should, be applied in 
determining what conclusions should 
be drawn from existing facts.” We 
conclude that the commission misin- 
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terpreted and closed its mind to the 
evidence relating to current value and 
failed to give any proper weight to 
the factor in determining the rate base. 
As these issues are specifically raised 
by the company’s 11th, 12th, and 13th 
exceptions, those exceptions must be 
sustained. 

[11-13] Amortization of Pension 
Premiums. In 1946 the company set 
up an insured pension plan for its 
officers and employees as part of its 
wage structure. Substantial premiums 
were paid on account of the past serv- 
ices of its then employees. The In- 
ternal Revenue Code, Title 26, § 23, 
subsec. (p) (1) (A) (iii), 26 USCA 
§ 23(p) (1) (A) (ili), provided that 
for tax purposes there was deductible 
“an amount not in excess of 10 per 
centum of the cost which would be 
required to completely fund or pur- 
chase such pension . . . .” Accord- 
ingly, the company set this up to be 
amortized over a 10-year period. In 
determining how the impact of this 
cost should be reflected in rates, the 
commission decreed that amortization 


should be spread over what remains. 


of a 30-year period. There appears to 
be a well-defined trend of authority 
which supports the treating of such 
payments as operating expense. In 
Maine Pub. Utilities Commission v. 
New England Teleph. & Teleg. Co. 
(1949) 80 PUR NS 397, 417 et seq., 
the Maine commission allowed interest 
on the unfunded actuarial reserve re- 
quirement for pensions to be included 
as an operating expense in computing 
rates. See also Re Michigan Bell 
Teleph. Co. (Mich 1951) 91 PUR NS 
129; Re Cincinnati & S. Bell Teleph. 
Co. (Ohio 1953) 100 PUR NS 179; 
Re Uniform System of Accounts (NY 
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1950) 82 PUR NS 161; City of 
Pittsburgh v. Pennsylvania Pub. Util- 
ity Commission (1952) 370 Pa 305, 
94 PUR NS 353, 88 A2d 59; and 
Note on Unfunded Actuarial Liability 
in 64 Harvard Law Review 633. The 
reason usually advanced is that present 
and future consumers are deemed to 
benefit from the increasingly contented 
work force which results from an 
equitable wage structure including the 
granting of past service pensions. It 
seems clear that the longer the past 
employment of an employee continued, 
the shorter will be the time during 
which he will serve before retirement 
and benefit the company and its cus- 
tomers as a Satisfied employee, but 
the greater will be his impact on the 
premium for past services. This sug- 
gests the fairness to future consumers 
in not extending the amortization pe- 
riod too far into the future. It is the 
consumer of the relatively near future 
who will benefit most from the expendi- 
ture of the past service premium. The 
company, in setting up the amortiza- 
tion program, had very properly to 
consider the impact of the income tax 
and the tax limitations upon its right 
to amortize, and also the impact of the 
proposed program upon rate-paying 
consumers present and future. In 
adopting the 10-year period, the com- 
pany chose the shortest time permitted 
by the Internal Revenue Code, supra, 
but it also chose the period during 
which pension rights, which accounted 
for over 87 per cent of the past service 
premium, will have vested. Those 
employees whose pension rights have 
vested can leave their employment 
even before they are eligible for retire- 
ment and take their pension rights with 
them. We think that under all the 
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circumstances this was as fair a meth- 
od of spreading the past service cost 
as could be readily devised. The 
determination was primarily a matter 
of managerial discretion and certainly 
no abuse of such discretion was in- 
volved, nor was there any capricious 
or arbitrary action which would place 
an unfair burden upon any group of 
consumers. On the other hand, we 
are unable to follow the reasoning of 
the commission in arbitrarily selecting 
a period of thirty years for amortiza- 
tion. Some employees may have been 
employed for a period of as much as 
thirty years in the past, but that fact 
does not seem to us to compel the 
conclusion that therefore rate-paying 
consumers should bear expense extend- 
ing thirty years into the future. As 
we have said, the consideration should 
rather be as to what present and future 
consumers are benefited, and to what 
extent, by the particular pension ex- 
pense. It was error for the commis- 
sion to disregard the annual charge 
for pension payments which was in- 
cluded in Amortization and General 
Expense. The allegation of error in 
this respect was made by the company 
in its 16th exception, and this excep- 
tion must therefore be sustained. 


Other Issues. In view of the neces- 
sary disposition of this case which 
results from our determination of the 
basic issues above discussed, it seems 
unnecessary to consider in detail what 
may perhaps be considered secondary 
issues. However, some brief com- 
ment may be helpful in such further 
proceedings as may be required. 

[14] (a) Wholly Owned Subsidiary. 
The company owns all the stock of 
Union Water Power Company which 
controls reservoirs, dams, and water 


rights useful to the company in its 
operations. The commission does not 
make it apparent whether it included 
or excluded this property from the rate 
base, although the inference appears 
to be that it was excluded. 

Where the subsidiary property is 
entirely devoted to the operation of the 
parent company and would clearly be 
included in the rate base if legal title 
stood in the name of the parent com- 
pany, some authorities have held that 
there is no sound or practical reason 
for excluding it only because complete 
control is by stock ownership rather 
than deed. City of Detroit v. Detroit 
Edison Co. (Mich) PUR1933E 193; 
Public Service Commission of Wash- 
ington v. Grays Harbor R. & Light 
Co. (1915) PURI1915C 518. Some 
commissions refuse to include the prop- 
erty in the rate base but make allow- 
ance for required earnings to compen- 
sate for the elimination. In Re Pub- 
lic Service Co. (NH 1951) 92 PUR 
NS 443; Re Public Service Co. (NH 
1952) 93 PUR NS 129. But where, 
as here, it appears that part of the 
subsidiary property is not devoted to 
operations of the company, and in addi- 
tion is subject to rights of long-term 
lessees who are third parties, prej- 
udicial error cannot properly be predi- 
cated on the failure of the commission 
to include the subsidiary property in 
the rate base. We assume that if in- 
come by way of dividends from the 
subsidiary corporation was included by 
the commission in estimating operat- 
ing revenues of the company, and at 
the same time the subsidiary property 
was excluded from rate base, the 
error was inadvertent and will be cor- 
rected. We cannot determine with 
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certainty from the decree whether such 
was the case. 

(b) Undistributed Property Ac- 
count. There existed three such ac- 
counts totaling $19,396,065. It is not 
disputed that the required distribu- 
tion of these accounts to appropriate 
primary accounts was delayed by the 
company for many years, presumably 
because substantial manpower and ex- 
pense would be involved. The com- 
pany admits that it has been repeatedly 
urged by the commission in the past 
to make the distribution. The very 
considerable task involving the work 
of many months was finally under- 
taken and was virtually completed in 
March while this rate case was pend- 
ing. We do not feel that the com- 
pany can now be heard to complain 
if the commission, having been af- 
forded no reasonable time or oppor- 
tunity to verify and approve the dis- 
tributions, has refused to give present 
blanket approval to company action. 
The task of the commission in scru- 
tinizing the distributions is itself a 
considerable one and the company in 
selecting a time to propose new rates 
must have known that an intelligent 
appraisal of a distribution action so 
long delayed would be a virtual im- 
possibility in the midst of a pending 
case. 

[15] (c) Working Capital. We 
find no error in the determination of 
the commission that income tax accru- 
als should provide for working capital 
needs after proper deduction for mate- 
rials and supplies used for new con- 
struction. We do not understand that 
the company contends that income tax 
accruals may not be so employed as 
a matter of law. Moreover, taxes will 
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continue to be accrued on the basis 
of the current 52 per cent rate. 

(d) Other issues seem to us of 
relatively minor importance and we 
note no prejudicial error in the com- 
mission’s action with respect to them. 


Conclusion 


The commission determined that, 
“Considering all the evidence before 
us, including various bases of property 
value, we find that under these present 
circumstances a rate of return of 5.9 
per cent is just and reasonable on a 
rate base of $132,000,000. This will 
result in a fair return to the company 
of $7,800,000.” [Supra, 1 PUR3d. 
at p. 437.] 

[16-18] We do not understand that 
the company questions the fair rate of 
return fixed at 5.9 per cent and in 
any event there was substantial evi- 
dence to support the finding. This 
fair rate of return as has been pointed 
out must be applied to a fair rate base 
and one which is determined pursuant 
to legislative mandate. The rate base 
here selected not only is artificially 
reduced by error in the original cost 
factor patent on the face of the de- 
cree, but gives insufficient considera- 
tion rather than appreciable reflection 
to the factor of current value or what 
might be termed the present well 
known economic facts of life. Rates 
predicated on such error must be re- 
considered. The public properly de- 
mands service and to fulfil these de- 
mands the company must expand. It 
cannot serve or expand if its financial 
structure does not attract confidence. 
The uncertainties of the weather and 
its water resources compel it to have 
standby steam capacity to guarantee 
service under all conditions, with re- 
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sulting unavoidable expense. It must 
contend with greatly increased costs 
of materials and labor and an income 
tax which deprives it of over a half 
of every net dollar. On the other 
hand, the commission must strike a 
nice balance between the essential rev- 
enue needs of the company and the 
value of the service to the ratepayer 
and his ability to pay. Kennebec 
Water Dist. v. Waterville (1902) 97 
Me 185, 54 Atl 6, 60 LRA 856. We 
cannot and do not say what is the fair 


what the rates should be. That deter- 
mination must reflect the judgment of 
the commission within the scope per- 
mitted by the evidence. We say only 
that when error is manifest, there must 
be reconsideration, where the result 
of that error appears to be substantial 
prejudice. 

Exceptions sustained. Case re- 
manded to Maine Public Utilities 
Commission for a decree upon the 
existing record in accordance with this 
opinion. 





value for rate-making purposes or 
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Re Central Maine Power Company 


F. C. No. 1410 
Supplemental Decree No. 3 
December 14, 1954 


CTION by commission upon remand by court for decree upon 
A existing record in electric rate proceeding; rate base and 
return findings modified. For decision by court, see (1954) 

7 PUR3d 1, 109 A2d 512. 


Return, § 87 — Electric return. 
1. An electric utility was allowed a return of 5.8 per cent on a rate base 
determined after consideration of current value and other bases of property 
value, p. 18. 

Return, § 47 — Reasonableness — Value of property. 
2. A rate of return should vary depending upon the weight given in the 
rate base to original cost and current value factors, p. 18. 

Rates, § 339 — Electricity — Classes of service — Distribution of increase. 
3. An electric company which was awarded a rate increase was directed 
to place some portion of the increase on most classes of customers, with 
residence customers being burdened only to the extent absolutely necessary, 
inasmuch as these customers were already paying a high level of rates, 
p. 20. 

(Corxiss, Commissioner, concurs in separate opinion.) 


* 


By the Commission: On Decem- Company (hereinafter called the com- 
ber 29, 1952, Central Main Power pany) filed with the Maine Public 
15 7 PUR 3d 
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Utilities Commission a revision of cer- 
tain of its rates for electric service 
and of certain of its Rules and Reg- 
ulations. In accordance with the pro- 
visions of Chap 40, § 29, of the Re- 
vised Statutes, the rates and Rules 
and Regulations, as revised, were 
stated to become effective March 14, 
1953. 

Under date of March 13, 1953, the 
commission, acting under the provi- 
sions of Chap 40, § 34, as amended 
by Chap 16 of the Public Laws of 
1949, issued Suspension Order No. 1 
suspending the operation of the pro- 
posed rates and Rules and Regulations 
for a period of three months from 
said March 13th. Later, under date 
of June 12, 1953, the commission is- 
sued Suspension Order No. 2, sus- 
pending the same for a further period 
of five months from June 12, 1953. 
Both suspensions were in order to 
permit full hearings and review of the 
proposed changes. 

Under date of April 10, 1953, the 
commission ordered public hearings to 
commence on April 21, 1953, at the 
state house, and hearings were held on 
said April 21st, and on April 22nd, 
April 23rd, June 23rd, August 5th, 
August 6th, August 11th, September 
Ist, September 2nd, September 3rd, 
September 16th, and September 28th. 
The evidence includes 1,187 pages of 
testimony and 56 exhibits, much of 
which is long and complex. 

The rates proposed in the present 
petition would produce additional rev- 
enues of $3,284,389 and would consti- 
tute an over-all increase averaging 
13.74 per cent. 

On November 6, 1953, the com- 
mission issued its decree disallowing 
the rates filed by the company and 
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permitting the company to file and 
make effective a revision of its rates 
designed to produce total additional 
gross revenues on the basis of 1953 
operations in the amount of $750,000. 
On November 17, 1953, the commis- 
sion entered its decree approving rates 
of the company which it had filed in 
conformity with the November 6th 
decree. On November 18, 1953, the 
commission issued its Supplemental 
Decree No. 2, authorizing the com- 
pany to add a surcharge of 2.7 per 
cent to the rates affected by the decree 
of the previous day. The purpose of 
this latter decree was to give the com- 
pany additional revenues of about 
$670,000 a year to cover federal in- 
come taxes at the rate of 52 per cent 
until such time as the then federal 
income tax rates might be reduced. 


The company on December 4, 1953, 
filed a Bill of Exceptions, wherein it 
excepted to the decree of the commis- 
sion of November 6, 1953, and the two 
supplemental decrees. The case on the 
above bill was argued at the May, 
1954, term of the supreme judicial 
court. The court on October 20, 1954, 
— Me —, 7 PUR3d 1, 109 A2d 
512, rendered its decision specifically 
sustaining six of the nineteen excep- 
tions and remanded the case to the 
commission for a decree upon the exist- 
ing record in accordance with its opin- 
ion. The following decree of this 
commission is drafted pursuant to that 
mandate. 


Rate Base 


The first matter which must be 
given reconsideration is that of rate 
base. The 1953 statute provides as 
follows : 

“Tn fixing such reasonable value, the 
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commission shall give due considera- 
tion to evidence of the cost of the 
property when first devoted to public 
use, prudent acquisition cost to the 
utility, current value thereof, less de- 
preciation on each, and any other fac- 
tors or evidence material and relevant 
thereto.” Public Laws 1953, Chap 
377, §2. 


As to the first item, original cost 
less depreciation, the commission had 
found in the first decree an amount 
of $128,000,000. In arriving at this 
amount the commission found some 
$7,000,000 should be deducted from 
the company’s book figures as not rep- 
resenting property that should fairly 
be considered as a part of the rate 
base. The court has found that the 
commission did not take proper ac- 
count of accrued depreciation in this 
figure. The commission has studied 
the record in order to determine what 
the total amount of accrued deprecia- 
tion is applicable to this amount. We 
find that the best estimate of such 
accrued depreciation from the informa- 
tion available is $1,100,000. It should 
be noted that prior to 1942 the com- 
pany’s annual depreciation was only 
about one per cent of total property 
and was related to revenues rather 
than based on the amount of prop- 
erty. Since 1942 the rate has been 
calculated on the depreciable property 
and has been increased slightly from 
time to time. Only since 1952 has a 
depreciation rate been used against 
various classes of depreciable property. 
Taking into consideration the above 
amount of $1,100,000 we now use a 
net original cost base of $129,100,000. 


Both the commission and the court 
have discussed at length the matter 
of current value and reproduction cost 


[2] 


new less depreciation in reference 
thereto. The court found that the 
commission failed to give proper 
weight to the reproduction cost less 
depreciation evidence and that the 
commission was duty bound to weigh 
this evidence fairly. In the original 
decision the commission increased its 
finding of original cost by $4,000,000 
to arrive at the over-all rate base. We 
have reviewed our findings as to orig- 
inal cost, prudent acquisition cost, and 
current value, all less depreciation. 
Considering all the evidence presented 
on such items and other factors offered 
to us in the record, it is our consid- 
ered opinion that the reasonable value 
of the property used or required to be 
used in service to the public in the 
case of the type of electrical property 
involved in this case is $141,000,000. 


Expenses 


The court has found that the annual 
charge for pension payments made by 
the company was a fair method of 
spreading the past service cost. We, 
therefore, adjust our allowance for 
Administration and General Expense 
$266,000 to provide for this require- 
ment. It should be noted, however, 
that this cost will be completely writ- 
ten off by 1956 and that at that time 
consideration will have to be given to 
a proper adjustment in the rates of 
the company to reflect this reduction 
in operating expenses. Supplemental 
Decree No. 2 provided for a surtax 
giving the company more revenue on 
the basis of the 52 per cent federal 
rates continuing in effect. In the rates 
to be fixed under this decree the rev- 
enue provided for by the surtax is to 
be included in the general rate struc- 
ture. This is a large item of expense 
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and has an appreciable effect upon 
rates. Therefore, in the event that the 
federal income tax rate is reduced, at 
that time proper adjustment will have 
to be made in the rates of the com- 
pany to give consideration to the re- 
sultant reduction in expenses. 


Fair Return 


[1, 2] In the original decree in this 
case the commission found that ‘Con- 
sidering all the evidence before us, 
including various bases of property 
value, we find that under these present 
circumstances a rate of return of 5.9 
per cent is just and reasonable on a 
rate base of $132,000,000.” There 
was considerable evidence introduced 
on the subject of the rate of return 
by two expert witnesses. We are 
convinced that a fair and reasonable 
rate of return will vary depending upon 
the corresponding weight given to 
original and current costs in the rate 
base. 


For example, one expert witness 
testified as follows: “. . . the fair 
rate of return to Central Maine Power 
Company would be in the range be- 
tween 5.5 per cent and 5.8 per cent 
when applied to a rate base which 
reflects primarily original cost. As 
a matter of judgment, it would be near 
the upper end of that range, say 53 
per cent as a figure. The more weight 
this commission gives to replacement 
costs or current values of plant, the 
nearer should the rate of return be at 
the bottom of that range, say 54 per 
cent, and possibly less the 
fair rate of return must be consistent 
with the type of rate base 
It then follows that if a rate base sub- 
stantially higher than net original cost 
be used, the rate of return should be 
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correspondingly lower . . . . Thus 
Dr. Foster and I seem to be in agree- 
ment on the proposition that a rate 
base giving substantial weight to cur- 
rent costs of plant requires a lower 
rate of return than a rate base re- 
flecting net original cost. And that 
is why I recommend that a rate of 
return between 5.5 per cent and 5.8 
per cent would be a fair rate if applied 
to a rate base substantially equal to 
net original cost, and that a lower rate 
would be applicable if a current value 
rate base were used.” Record, pp. 
478, 479. 

The company expert, Dr. Foster, 
also introduced a varying rate of return 
of 6.1 per cent to 6.9 per cent depend- 
ent on the corresponding weight given 
to original and current costs in the 
base. 

The two expert consultants dis- 
agreed as to the proper rate under 
different conditions and as to how to 
arrive at the same. We are convinced 
that the evidence in the record is unani- 
mous that a rate of return should vary 
depending upon the weight given in 
the rate base to original cost and cur- 
rent value factors. Economically the 
crux of the matter, as stressed by the 
consultants and the company officials, 
is the return required by the company 
to meet its interest and dividend obli- 
gations with a proper margin to assure 
safety and growth. In the rate base 
we have now fixed, we have given 
considerable weight to current value 
and are convinced the rate of return 
must be varied accordingly. We note 
the net earnings as requested by the 
company and its desired dividends. 
We note the present rates of the com- 
pany and the fact that we must “strike 
a nice balance between the essential 
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revenue needs of the company and the 
value of the service to the ratepayers 
and their ability to pay.” Consider- 
ing all the evidence before us, includ- 
ing various bases of property value 
and evidence as to return requirements 
in the record, we find that under the 
conditions included in this evidence 
a rate of return of 5.8 per cent is just 
and reasonable on a rate base of $141,- 
000,000. This will result in a return 
to the company of $8,200,000. 


Revised rates are, therefore, neces- 
sary to provide additional gross reve- 
nues of $1,100,000 above rates now in 
effect by the earlier decrees. This 
amount is designed to include the 
above-increased return, adjustment in 
allowance for pension and depreciation 
expenses, with allowance for federal 
income taxes. 


Under the mandate of the court we 
are required to render a decree upon 
the existing record, and we have done 
so. The record, of course, closed with 
the end of the hearings on September 
28, 1953, and now about a year has 
gone by during which the company has 
had actual experience and collected 
actual revenues determined by earlier 
decrees. We cannot close our eyes to 
present economic facts which are of 
common knowledge to the general 
public in regular newspaper releases, 
nor to monthly reports filed with the 
commission through statutory and 
regulatory authority. Aided to some 
extent by good water conditions, and 
hindered by hurricane damage, the 
company has shown good earnings ma- 
terially aided by the rate increases al- 
lowed a year ago. The company com- 
menced these proceedings seeking 
minimum earnings of $1.60 a share, 
and its last report and release shows 


earnings of $1.81 a share, even after 
deducting its merchandising loss. The 
company based its petition on the 
need to sell common stock for a net 
of at least $20 a share. Since the 
petition was filed, the company’s stock 
has climbed from $18-$19 a share to 
$23-$25 a share. The proposed is- 
sue of common stock has been super- 
seded by two issues of preferred stock, 
one being convertible preferred and 
was substantially oversubscribed. The 
company strongly emphasized that 
earnings of $1.73 per share of com- 
mon stock were necessary to insure its 
financial integrity. The preferred 
stock issues presently reduce the total 
amount required for dividends under 
the company’s original plan. The re- 
turn allowed by this commission un- 
der the current decree will provide sub- 
stantially more than the $1.73 per 
common share requested by the com- 
pany. 

Another view of the present earn- 
ings needed by the company can be ob- 
tained from the monthly earnings re- 
ported to press and_ stockholders. 
Rate making at its best is an exercise 
in prophecy and the commission at- 
tempted to estimate over a year ago 
that an additional revenue of 1.3 mil- 
lions would produce in net earnings 
an amount of $7,800,000. Of course, 
we could not anticipate the benefits 
to the company from unusually high 
rainfall or the loss from two serious 
hurricanes, yet the net income for 
twelve months ending October 31, 
1954, is reported by the company to be 
$8,100,000, or $300,000 over our esti- 
mate. Gross revenues for the year 
1953, increased by the new rates, were 
estimated at approximately $28,500,- 
000 and the same October 31, 1954, 
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statement of the company reports gross 
revenues of $29,500,000 with less 
than a full year under these new rates. 
We are required in this case, however, 
to set the present rates on the 1953 
records. Under the present statute, as 
interpreted by the court, rates favor- 
able to the company result. Any 
change in the basic law would, of 
course, require legislative action. 


Rates 


[3] The company will be permitted 
to submit for approval a new schedule 
of rates to produce the revenues as in- 
creased by this decree. This revision 
shall incorporate in the rate structure 
the present surcharge as included in 
Supplemental Decree No. 2, dated 
November 18, 1953. 

Most classes of customers will be 
required to bear some portion of this 
increase. We do feel, however, that 
the burden should be placed on the 
residence customers only to the ex- 
tent that is absolutely necessary. These 
customers are already paying a high 
level of rates, as was discussed in 
the original opinion, and the heating 
customers, in particular, have as- 
sumed their share in the previous 
changes. 

It is, therefore, 


Ordered, Adjudged, and Decreed 


1. That Central Maine Power Com- 
pany be, and hereby is, permitted to 
file and make effective, subject to ap- 
proval by this commission, a revision 
of its rates, tolls, and charges for its 
electric service to produce total addi- 
tional gross revenues, upon the basis 
of 1953 operations, to the approximate 
amount of $1,100,000. 

2. That such revised rates, tolls, 
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and charges shall also incorporate the 
present surcharge of 2.7 per cent and 
upon approval shall be made effective 
by order supplemental to this decree. 


Coruiss, Commissioner, concur- 
ring: I concur with the majority of 
the commission in the end result in 
dollars which they arrived at in in- 
terpreting and conforming to the de- 
cision of the court. 

I find myself unable, from the rec- 
ord, to adopt the finding by the ma- 
jority of a rate of return of 5.8 
per cent. We found in our original 
decree on a fair value rate base a fair 
rate of return of 5.9 per cent. In 
general there are two types of rate 
bases, one consisting of original cost 
less depreciation and the other a deter- 
mination of fair value after taking into 
consideration the elements prescribed 
by the statute. Likewise there is a 
proper rate of return applicable to each 
of these bases. Having found a fair 
rate of return on fair value in our 
original decree, it is my opinion that 
we cannot now consistently find a 
lower rate of return on the same rec- 
ord from which we made our original 
determination. Conversely, if the 
court had ordered a lower fair value 
rate base, I believe we would not be 
justified in increasing the rate of re- 
turn. I recognize that this particu- 
lar question is debatable but feel com- 
pelled to express my opinion. 

The reconsideration of a fair value 
rate base as ordered by the court pre- 
sents an entirely different problem and 
one in which courts, expert witnesses, 
and commissions may very well dis- 
agree. We are given no guide by our 
court by which we may find fair value 
except that it expressed its opinion that 
an increase over original cost depre- 
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ciated of only 3 per cent was revers- 
ible error. The commission now 
finds in conformity with the court’s de- 
cision, that the original cost less de- 
preciation amounts to $129,100,000 
and the majority of the commission de- 
termines a fair value rate base of $141,- 
000,000, an increase of over 9 per cent. 

The company, in its brief before the 
court, contended that “giving due con- 
sideration to current value, the reason- 
able value of the company’s properties 
(not considering here working capi- 
tal) is at the very minimum about 
$147,000,000.” The brief further 
states: “Actually the return which 
the company expected from the re- 
quested rates would be procured by ap- 
plying the rate of return approved by 
the commission, viz., 5.9 per cent, to 
a rate base of $142,000,000, including 
therein a reasonable allowance for 
working capital.” The company re- 
quested the court to “determine and 
announce in its decision the minimum 
to which on this record the reason- 
able value of the company’s proper- 
ties must be raised to give ‘due consid- 
eration’ to current value.” This the 
court properly did not do. 

There appears to be no unanimity of 
thought in commission and court de- 
terminations as to the proper amount 
attributable to fair value in the few 
jurisdictions where that element be- 
comes material. For example, the 
Maryland commission in the Chesa- 
peake & Potomac Teleph. Co. Case 
found a depreciated original cost of 
$115.219,017 not including cash 


working capital. The company pro- 
duced evidence to show that the de- 
preciated reproduction cost of the 
company’s property was at least $140,- 
446,097, exclusive of cash working 
capital. The commission found the 
fair value to be $118,279,156, or 
$3,060,139 in excess of the original 
cost claimed by the company, an in- 
crease of 2.66 per cent ([1952] 93 
PUR NS 215). On appeal to the 
Maryland circuit court the rate base 
determination by the commission was 
reversed ([1952] 95 PUR NS 129). 
On further appeal the Maryland court 
of appeals, the court of last resort in 
that state, sustained the commission. 
Chesapeake & P. Teleph. Co. v. Mary- 
land Pub. Service Commission 
(1952) 201 Md 170, 97 PUR NS 
50, 93 A2d 249. 

It is my judgment in the case under 
consideration that a fair value rate 
base arrived at after taking into con- 
sideration all statutory requirements 
should more properly be in a range be- 
tween $138,000,000 and $139,000,- 
000 than the $141,000,000 arrived at 
by the majority. Although a fair value 
rate base is not susceptible to 
mathematical formulae, the base 
which I have suggested does result in 
an increase of between 6 per cent and 
7 per cent over an original cost less 
depreciation base. Any small differ- 
ence between my result and that of 
the majority in the dollars required, 
after applying the respective rates of 
return, becomes insignificant. 
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GEORGIA PUBLIC SERVICE COMMISSION 


Re Competitive Bidding for 
Security Issues 


File No. 19442 
October 4, 1954 


EARING to determine whether competitive bidding for secu- 
H rity issues should be required; competitive bidding rule 
prescribed. 


Security issues, §112 — Competitive bidding. 
Competitive bidding for security issues should be required generally, since 
the rate of return is related to the cost of capital and public interest demands 
that the lowest cost of capital be obtained at all times, but certain exceptions 
may be proper and should be incorporated in the prescribed competitive 


bidding rule. 





Security issues, § 112 — Exemption from competitive bidding. 
Rule adopted by Georgia commission prescribing competitive bidding for 
security issues and authorizing certain exceptions, p. 23. 


By the Commission: Section 93- 
414 of the 1933 Code of Georgia pro- 
vides that it shall be unlawful for any 
companies or corporations over which 
the authority of this commission is ex- 
tended by law to issue stocks, bonds, 
notes, or other evidences of debt, pay- 
able more than twelve months after 
date thereof, except upon the approval 
of the commission. 

The purpose of this delegation of 
authority appears to be twofold: 
First, the issuance of securities by 
companies or corporations subject to 
the jurisdiction of this commission 
should be for the sole purpose of rais- 
ing capital funds required for expan- 
sion or enlargement of facilities; or 
for the refunding, repayment, or capi- 
talization of funds so used. Second, 
such securities as need be issued to 
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provide funds should be sold under the 
most favorable terms available to the 
issuing company to insure the lowest 
cost of capital, inasmuch as cost of 
capital must be considered when deter- 
mining the necessary rate of return al- 
lowance. 

The second prerequisite often raises 
the question whether the proposed sale 
of securities is on as favorable a basis 
as it should be. The answer depends 
entirely on judgment unless the sale is 
to be made at competitive bidding, in 
which event the judgment element is 
eliminated and a factual determination 
substituted. Since rate of return is 
related to cost of capital, it appears 
the public interest demands that the 
lowest cost of capital be obtained at 
all times. -The only way to insure this 
result is to require competitive bidding 
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for security issues. Certain exceptions, 
however, are proper and these will be 
incorporated in the rule to be pre- 
scribed. 

After full and careful consideration 
of competitive bidding for security is- 
sues of public utility companies, it is 
the opinion of the commission that a 
rule should be prescribed, and that the 
rule prescribed herein is reasonable 
and adequate. 

Wherefore, it is 

Ordered that effective November 1, 
1954, and until further order of the 
commission the rule attached hereto as 
Exhibit “A” be and the same is here- 
by adopted by the commission and in- 
corporated as Rule 15 of the Rules of 
the Commission applying to stock and 
bond applications. 

Exhibit “A” 


STocK AND Bonp APPLICATIONS 
Rule 15 x 


Competitive Bidding for Security Is- 
sues— 

(a) This rule shall apply to all 
issuances of securities for which com- 
mission approval must be obtained 
pursuant to the Acts of the General 
Assembly of Georgia except where: 

(1) Such securities are issued and 
sold prior to November 1, 1954, or are 
issued pursuant to authorization 
granted prior to the effective date of 
this rule. 

(2) The gross proceeds to the is- 
suer of the securities will be less than 
$2,000,000. 

(3) Such securities consist of evi- 
dences of debt of a maturity of ten 
years or less, from date of issue to a 
commercial bank, insurance company, 
or similar institution not for resale to 
the public provided no commission, 


fee, or remuneration is to be paid in 
connection therewith to any third per- 
son (except an associated service com- 
pany charging only its cost of services) 
for negotiating the transaction. 

(4) Such securities are to be issued 
pro rata to existing holders of securities 
of the applicant pursuant to any pre- 
emptive right or privilege, or in con- 
nection with any liquidation or re- 
organization, or recapitalization of sur- 


plus. 
(5) Such security is issued in ex- 
change for outstanding securities 


where no commission or other remu- 
neration is paid or given directly or 
indirectly for soliciting such exchange. 

(6) The commission, on applica- 
tion filed pursuant to this rule, finds 
that compliance with the competitive 
bidding requirements of this rule 
would not be appropriate or consistent 
with the public interest. Such findings 
will not be made where the issuer has 
engaged in negotiating for the sale or 
underwriting of the securities without 
having been authorized in writing by 
the commission prior to such negotia- 
tion. Nothing in this section shall be 
deemed to preclude the commission 
from entering any order which would 
otherwise be appropriate. 


The exceptions contained in this 
rule shall not be construed as a waiver 
of the requirements of § 93-414 of the 
1933 Code of Georgia for commission 
approval of security issues. 

(b) Except as provided in this rule, 
the commission will not approve, pur- 
suant to § 93-414 of the 1933 Code of 
Georgia, the issuance of stocks, bonds, 
notes, or other evidences of debt by 
any company or corporation over 
which the authority of the commission 
is extended by law unless such securi- 
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ties be issued pursuant to competitive 
bidding. Where the commission 
grants an application for authoriza- 
tion and approval to issue and sell 
securities through competitive bidding, 
the applicant shall publicly invite 
sealed, written proposals for the pur- 
chase or underwriting of such securi- 
ties at least one week (or such other 
period as the commission may by order 
fix) prior to entering into any contract 
or agreement for the issuance or sale 
of such securities. 

The public invitation shall describe 
the type and amount of securities to 
be bid for, and shall state the date, 
time, and place for opening of bids. 
Such invitation or the statement of 
terms and conditions relating to bids 
shall reserve the right to reject any 
or all bids and, among other things, 
describe the arrangements made for in- 
dependent counsel for bidders. No bid 
shall be invited, or accepted, from any 
person who, prior to the submission 
of bids, has performed any service for 
compensation in connection with the 
issuance and sale of the proposed se- 
curities, or who has received or will 
receive any fee or compensation in con- 
nection with the issuance and sale of 
the proposed securities (except as suc- 
cessful bidder), nor shall any bid be 
invited or accepted under which offi- 
cers or directors would benefit from 
or share in the proceeds from the 
securities. Such proposals as may be 
received in response to the public in- 
vitation shall not be opened at any 
time or place other than as specified 
in the invitation. The duly authorized 
representative of any person making 
any such proposal shall be entitled to 
be present at the opening of such pro- 
posals and to examine each proposal 
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submitted. The invitation. or the 
statement of terms and conditions re- 
lating to bids shall refer to the limita- 
tions herein prescribed. 

(c) After receiving and opening all 
bids submitted as provided in para- 
graph (b) of this rule, the applicant 
shall within the period specified in the 
public invitation for proposals (unless 
all bids are rejected) accept that bid 
which shall be most favorable on the 
basis of the specifications set forth in 
the commission’s order. No bid shall 
be accepted from a person who directly 
or indirectly controls or is controlled 
by, or is under the same common con- 
trol with, the applicant without ap- 
proval by further order of the com- 
mission. 

(d) Promptly after the opening of 
the proposals the applicant shall re- 
port to the commission by telephone 
or telegraph the information called for 
in paragraph (d) (2) hereof and shall 
file with the commission a verified 
statement in writing, together with 
five conformed copies thereof, setting 
forth : 

(1) The action taken to comply 
with the commission’s order of author- 
ization and paragraphs (b) and (c) 
of this rule, including a statement that 
the method of complying with the 
competitive bidding requirements as 
described in the application has been 
carried out. 

(2) A summary of the terms of the 
proposals received, including the name 
of each bidder or representative of a 
bidding group, the interest or dividend 
rate specified (where applicable), the 
price to be paid the issuer per share 
or per $100 principal amount, the cost 
of money to.the issuer (except in the 
case of common stock), the name of 
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the successful bidder, and the success- 
ful bidder’s initial public offering price 
with the resulting yield to the public 
(except in the case of common stock), 
accompanied by a true and correct 
copy of the proposal accepted. 

(e) (1) If the application to issue 
securities is deemed to fall within any 
of the exceptions contained in para- 
graph (a) of this rule, and such excep- 
tion is relied upon as waiving the 
requirement for competitive bidding, 
the application shall specifically refer 
to such exception and show that it is 
applicable. 

(2) If the application to issue se- 
curities does not fall within clauses 
(1), (2), (3), (4), or (5) of para- 
graph (a) of this rule the application 
shall either : 

(i) Set forth the proposed method 
of complying with the competitive bid- 
ding requirements of paragraphs (b), 
(c), and (d) of this rule, includ- 
ing summarization of the principal 
terms of the proposed invitation for 
bids and submitting a copy of the pro- 
posed invitation as part of the applica- 
tion ; or 

(ii) Apply for exemption from the 
competitive bidding requirements of 
paragraphs (b), (c), and (d) of this 
rule upon findings as referred to in 
paragraph (a) (6). Such an applica- 
tion may be made only where the 
issuer has not, prior to the filing of the 
application, engaged in any negotia- 
tion for the sale or underwriting of the 
securities and does not so engage prior 
to commission action on the applica- 
tion for exemption, and the applica- 
tion so shows, provided that engaging 
in negotiation may be permitted where 
the commission has given its written 
authorization in advance. Such ap- 


plication for exemption may be filed as 
part of an application for securities 
approval, or as a separate application 
filed at any time prior to the filing of 
such an application for securities ap- 
proval. Such application for exemp- 
tion shall show the specific grounds 
relied on as warranting the findings 
referred to in paragraph (a) (6) of 
these rules. If an application for such 
exemption is denied by the commission 
after the application for securities ap- 
proval has been filed, the requirements 
of clause (i) of this paragraph shall 
be complied with by amendment to 
the application. 

(3) There shall also be set forth in 
the application or amendment thereto: 


(i) The name and address of any 
person receiving or entitled to receive 
a fee for services (other than attorneys, 
accountants, and similar technical 
services) in connection with the nego- 
tiation for or consummation of the 
issuance or sale of securities, or for 
services in securing underwriters, sell- 
ers, or purchasers of securities, other 
than fees included in any competitive 
bid; the amount of each such fee; and 
facts showing the necessity of the 
services and that the fee does not ex- 
ceed the customary fee for such serv- 
ices in arm’s-length transactions and is 
reasonable in the light of the cost of 
rendering the service and any other 
relevant factors. 

(ii) All facts showing or tending to 
show that the issuer or applicant di- 
rectly or indirectly controls, or is con- 
trolled by, or is under the same com- 
mon control as, any person named 
pursuant to the requirements of (e) 
(3) (i), or showing or tending to 
show the opposite. 

(4) The evidence submitted shall 
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include copies of any contract, under- a conformed copy in the form executed. 
writing, or other arrangement entered (5) An application for approval un- 
into for the sale or marketing of the der this rule will ordinarily require a 
securities. Where acontract or under- minimum of thirty days after it is filed 
writing is not in final form so as to to allow for public notice, investiga- 
permit filing, a preliminary draft or a tion, opportunity for hearing, consider- 
summary containing such identifica- ation by the commission and issuance 
tion of the parties thereto and such of its order. 

principal terms thereof as may be prac- (6) The effective date of this rule 
ticable, may be filed, pending filing of is November 1, 1954. 





INDIANA PUBLIC SERVICE COMMISSION 


Re Indiana & Michigan Electric Company 


Indianapolis Power & Light Company, Mooresville Public Service 

Company, Inc., Northern Indiana Public Service Company, Public 

Service Company of Indiana, Inc., and Southern Indiana Gas and 
Electric Company, additional petitioners 


Cause No. 25842 
December 23, 1954 


ETITION for order specifying accounting procedures to be 
r followed with respect to accelerated depreciation under tax 


law; accounting procedures established. 


Accounting, § 28.1 — Accelerated depreciation — Federal tax law. 
Electric companies which intended to take advantage of the provisions of 
§ 167 of the Internal Revenue Code of 1954, pursuant to which an election 
is allowed so that the declining balance, the sum of the digits, or other 
depreciation methods producing results similar to the declining balance 
method could be used, were directed to handle the resulting deferrals in 
federal income taxes in the following manner: (a) To account on the 
books for that portion of properties which were the subject of accelerated 
depreciation pursuant to the election in the same manner as other properties, 
and to accrue depreciation therefor at rates consistent with rates for like 
property not subject to accelerated depreciation; (b) during those years of 
the service life of any properties which are the subject of accelerated deprecia- 
tion, in which a deferral of federal taxes on income results from the use of 
the accelerated depreciation, to charge and to credit to appropriate accounts 
amounts in total for each year equal to such deferral of taxes; (c) com- 
mencing with the year in which the deduction of depreciation for federal 
tax purposes in respect of any of its properties subject to accelerated 
depreciation is less than the deduction otherwise would have been if deprecia- 
tion on such properties had been computed at normal rates, and continuing 
until the account in which the deferred taxes applicable to such properties 
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were exhausted, or such properties were retired from service, to charge 
and credit to appropriate accounts amounts in total for each year equal 
to the increase in federal taxes on income resulting from the lower federal 
tax depreciation deduction. 


Accounting, § 28.1 — Accelerated depreciation. 
Statement that the accelerated depreciation allowed under § 167 of the 
Internal Revenue Code, which permits a utility to use a declining balance, 
sum of the years-digits method, or other method consistent with the declining 
balance method in depreciating its facilities, has the same effect on income 
tax deferrals as accelerated amortization of defense facilities and should be 
treated in generally the same way, p. 30. 


Depreciation, § 26.1 — Accelerated depreciation — Tax law — Accounting. 
Statement in commission order that accounting procedures prescribed in 
regard to the accelerated depreciation of certain properties of electric 
utilities, under federal tax laws, may be used for accounting purposes only 
and are not controlling for rate-making purposes, security issue purposes, 
or any other purposes other than accounting purposes, p. 31. 


* 


By the Commission: On Decem- ject matter thereof, and being fully 





ber 13, 1954, Indiana & Michigan 
Electric Company, Indianapolis Pow- 
er & Light Company, Mooresville 
Public Service Company, Inc., North- 
ern Indiana Public Service Company, 
Public Service Company of Indi- 
ana, Inc., and Southern Indiana Gas 
and Electric Company (hereinafter 
sometimes collectively called “peti- 
tioners”), filed with this commis- 
sion a verified petition in the above- 
entitled cause wherein petitioners 
prayed for entry of an order by 
the commission authorizing and per- 
mitting each petitioner to follow cer- 
tain specified accounting procedures 
with respect to any of the properties 
of each petitioner which it may elect 
to make the subject of accelerated de- 
preciation under § 167 of the Internal 
Revenue Code of 1954, in the manner 
specified in such petition, for 1954 and 
subsequent years. 

The commission, having considered 
such petition and having made an in- 
vestigation with respect to the sub- 


advised in the premises, is of the opin- 
ion that the public interest does not 
require a hearing to be held in this 
cause since the matter involved is one 
of accounting procedures only, and that 
the authorization and permission 
sought by the petition should be 
granted by the commission on the basis 
hereinafter set forth. 

The commission finds from its in- 
vestigation that all the material allega- 
tions of the petition are true and that 
the commission has jurisdiction of the 
subject matter of the petition filed in 
this cause. 

The commission further finds that 
each of the petitioners is a corpora- 
tion organized and existing under the 
laws of the state of Indiana; that each 
owns and operates electric, gas, or 
water utility properties, or a combina- 
tion thereof, within the state of Indi- 
ana, and that each is a “public utility” 
as that term is defined in the Public 
Service Commission Act, subject to 
the jurisdiction of the commission in 
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the manner and to the extent pro- 
vided by the laws of the state of Indi- 
ana. 

The commission further finds that 
by order approved November 8, 1945, 
in Cause No. 17690, the commission 
adopted and prescribed Uniform Sys- 
tems of Accounts to be kept and used 
by electric, gas, water, and telephone 
public utilities operating in the state 
of Indiana in keeping and recording 
their accounts, but that such systems 
of accounts do not prescribe any pro- 
cedures with respect to the accounting 
for accelerated depreciation pursuant 
to the provisions of § 167 of the In- 
ternal Revenue Code of 1954 (the 
“Code’’), effective for taxable years 
ending after December 31, 1953. 


The commission further finds that 
§ 167 of the Code specifically permits 
three methods of determining depre- 
ciation for federal tax purposes, i.e., 
the straight-line method, the declining 
balance method, and the sum of years- 
digits method, as well as other consist- 
ent methods producing results similar 
to the declining balance method. The 
declining balance and sum of the years- 
digits methods, limited to property 
having a useful life of three or more 
years and generally applicable only to 
property constructed after December 
31, 1953, and certain other methods 
now permissible under said § 167, 
have the effect of accelerating tax de- 
preciation deductions in the early 
years of the service life of any depre- 
ciable properties to which they are 
applied, in excess of straight-line de- 
preciation, and, conversely, result in 
smaller tax depreciation deductions in 
the later years of the service life of 
any such properties. In general, these 
methods result in the write-off for tax 
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purposes of from two-thirds to three- 
fourths of the cost of such depreciable 
properties during the first half of the 
service life thereof, and the remainder 
of such cost over the remaining service 
life thereof, except that the declining 
balance method never fully depreci- 
ates the cost of the depreciable prop- 
erty to which it is applied but leaves 
an unrecovered cost of from 12 to 15 
per cent at the expiration of the service 
life of such property. 

The commission further finds that 
the use of the declining balance 
method, the sum of the years-digits 
method, or certain other methods now 
permissible under said § 167, of de- 
preciation for federal tax purposes will 
result in deferrals of a portion of fed- 
eral taxes on income during approxi- 
mately the first half of the service life 
of any depreciable property to which 
it is applied, and payments of addition- 
al federal taxes on income during the 
remaining life of such property. How- 
ever, assuming no change in tax rates, 
the total tax liability over the life 
of such property is at least as great 
under either of these methods as un- 
der the straight-line method now em- 
ployed by each of the petitioners, but 
a smaller amount of taxes would be 
paid during the early part of the life 
of such property, and a larger amount 
during the latter part. Consequently, 
the end result is not to reduce taxes 
permanently, or to create additional 
income, but simply to shift a part of 
the tax burden to a subsequent period. 

The commission further finds that 
under the declining balance method a 
taxpayer, as a matter of right, may 
elect at any time prior to the expira- 
tion of the normal life expectancy of 
depreciable property with respect to 
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which such depreciation method is em- 
ployed, to discontinue that method and 
return to normal straight-line depre- 
ciation allowable for federal tax pur- 
poses, but under the sum of the years- 
digits method no such change may be 
made without express approval of the 
Secretary of the Treasury, or his dele- 
gate. However, more than one meth- 
od of depreciation may be used on 
various properties or classes of prop- 
erty of a taxpayer, if consistently fol- 
lowed after its election, i.e., a taxpay- 
er may use the straight-line method 
of depreciation on buildings while 
using one of the other methods on 
equipment. 

The commission further finds that 
the stated purpose of the Congress of 
the United States in enacting the new 
provisions of the Code permitting ac- 
celerated depreciation is to encourage 
and stimulate new investment and 
economic activity through the con- 
struction of new facilities and the re- 
placement of old facilities, with gen- 
eral benefits to the whole economy of 
the country, by providing funds for 
additional investment through the de- 
ferral of federal taxes on income which 
results from the use of such additional 
and alternative methods of comput- 
ing depreciation for federal tax pur- 
poses. 

The commission further finds that 
each petitioner has been and now is 
engaged in the construction and ac- 
quisition of major additional utility 
plant, property, equipment, and re- 
lated facilities required in its busi- 
nesses in order to meet the demands 
made upon it for utility services in all 
classifications of use, including indus- 
trial and related uses essential for 
national defense purposes, and in 


order to provide the funds necessary 
to finance such construction require- 
ments each petitioner has been and 
continues to be faced with the neces- 
sity of obtaining substantial amounts 
of new and additional capital through 
the issue and sale of new and addition- 
al securities. Accordingly, to the ex- 
tent that accelerated depreciation for 
federal tax purposes will enable peti- 
tioners to have funds available for the 
financing, in part, of their construction 
requirements, petitioners thereby will 
be able to defer the issue of a por- 
tion of the securities which otherwise 
would be required if their construction 
programs are to go forward in orderly 
fashion without delay, all of which is in 
the public interest, in the interest of 
each petitioner, and in the interest of 
the customers served by each. 


The commission further finds that 
the end result sought to be achieved 
by the federal government by means 
of the accelerated depreciation provi- 
sions of Code § 167 is similar to that 
which motivated the enactment in 
1950 of § 216, Public Law 814, 81st 
Congress (§ 124A of the Internal 
Revenue Code as then in effect), con- 
cerning the amortization of the certi- 
fied costs of emergency facilities over 
a 60-month period for federal tax 
purposes, with respect to which this 
commission issued its orders in Cause 
No. 23828, under date of October 7, 
1952, 96 PUR NS 51, to petitioner 
Indiana & Michigan Electric Compa- 
ny; in Cause No. 24783, under date 
of November 12, 1953, 2 PUR3d 437, 
to petitioner Indianapolis Power & 
Light Company ; in Cause No. 25126, 
under date of March 16, 1954, to peti- 
tioner Southern Indiana Gas and Elec- 
tric Company; and in Cause No. 
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25311, under date of June 17, 1954, 
to petitioner Public Service Company 
of Indiana, in which it specified identi- 
cal uniform accounting procedures to 
be followed by each of such petitioners 
because the Uniform Systems of Ac- 
counts above referred to did not pre- 
scribe such procedures. 

The commission further finds that in 
view of the fact that (i) in principle, 
there is no difference between the ac- 
celerated amortization of emergency 
facilities and the accelerated deprecia- 
tion of depreciable properties under 
§ 167 of the Internal Revenue Code 
of 1954, and (ii) the Uniform Sys- 
tems of Accounts above referred to do 
not specifically prescribe particular 
accounting procedures with respect to 
the handling of such accelerated depre- 
ciation pursuant to the provisions of 
Internal Revenue Code § 167, each pe- 
titioner proposes, subject to the au- 
thorizations and approval of this com- 
mission, to apply the same accounting 
procedures as those now in effect for 
the amortization of the certified costs 
of emergency facilities pursuant to the 
aforesaid orders of this commission, 
to those portions of the cost of its 
depreciable plant, property, equip- 
ment, and related facilities which it 
may elect to depreciate for federal tax 
purposes in accordance with the de- 
clining balance, sum of the years-dig- 
its, or other consistent methods pro- 
ducing results similar to the declining 
balance method, under and pursuant 
to the provisions of Code § 167. 


The commission further finds that 
inasmuch as portions of the respective 
plant, property, equipment, and re- 
lated facilities constructed or acquired 
by each petitioner after December 31, 
1953, may be made the subject of the 
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accelerated depreciation provisions of 
Code § 167 and it will be necessary for 
each petitioner to signify its election 
therefor, with respect to the federal in- 
come tax return which it will file for 
the year 1954, each petitioner desires 
that it be authorized by the commis- 
sion to follow the accounting proce- 
dures specified in paragraph 5 of the 
petition with respect to any of its prop- 
erties which may be made the subject 
of accelerated tax depreciation for 
1954 and subsequent years. 

It is therefore, ordered by the Pub- 
lic Service Commission of Indiana, 
that petitioners Indiana & Michigan 
Electric Company, Indianapolis Pow- 
er & Light Company, Mooresville 
Public Service Company, Inc., North- 
ern Indiana Public Service Company, 
Public Service Company of Indiana, 
Inc., and Southern Indiana Gas and 
Electric Company, be, and each of 
them hereby is, granted leave for ac- 
counting purposes only and so far as 
not restricted by law, to follow the ac- 
counting procedures hereinafter set 
forth in respect to those portions of the 
costs of its depreciable plant, prop- 
erty, equipment, and related facilities 
which it may elect to depreciate for 
federal tax purposes in accordance with 
the declining balance, the sum of the 
years-digits, or other consistent meth- 
ods producing results similar to the de- 
clining balance method, under and pur- 
suant to the provisions of § 167 of the 
Internal Revenue Code of 1954, and 
the resulting deferrals in federal in- 
come taxes, to wit: 


(a) To account on its books for 
that portion of its properties which are 
the subject of accelerated depreciation 
pursuant to its election under § 167 
of the Internal Revenue Code of 1954 
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in the same manner as its other prop- 
erties, and to accrue depreciation 
therefor at rates consistent with its 
rates for like property not subject to 
accelerated depreciation. 

(b) During those years of the 
service life of any of its properties 
which are the subject of accelerated de- 
preciation pursuant to its election un- 
der §167 of the Internal Revenue 
Code of 1954, in which a deferral of 
federal taxes on income results from 
the use of the accelerated depreciation 
deduction in lieu of the deduction al- 
lowable under the tax depreciation 
method heretofore followed, to charge 
to “Provisions for Deferred Fed- 
eral Income Taxes,” and to credit 
to “Appropriated Surplus Arising 
from Deferment of Federal Income 
Taxes” an amount or amounts in total 
for each year equal to such deferral of 
taxes. 

(c) Commencing with the year in 
which its deduction of depreciation 
for federal tax purposes in respect of 
any of its properties subject to accel- 
erated depreciation is less than such 
deduction otherwise would have been 
if depreciation on such properties had 
been computed at rates consistent with 
its rates for like properties not sub- 
ject to accelerated depreciation, and 
continuing until “Appropriated Sur- 


plus Arising from Deferment of Fed- 
eral Income Taxes,” applicable to such 
properties, is exhausted, or such prop- 
erties are retired from service, to 
charge to “Appropriated Surplus 
Arising from Deferment of Federal 
Income Taxes” and to credit to ‘‘Por- 
tion of Current Federal Income Taxes 
Deferred in Prior Years” an amount 
or amounts in total for each year 
equal to the increase in federal taxes 
on income resulting from such lower 
federal tax depreciation deduction. 

It is further ordered that the ac- 
counting procedures provided for in 
the first paragraph of the ordering 
part of this order are established for 
accounting purposes, and the estab- 
lishment of said accounting proce- 
dures shall not be, and shall not be 
deemed to be, controlling of said ac- 
counting procedures for rate-making 
purposes, security issue purposes, or 
any other purposes before this com- 
mission other than said accounting 
purposes. 

It is further ordered that this 
order shall be and become effective im- 
mediately upon the entry hereof. 

It is further ordered that the com- 
mission retains jurisdiction of the 
matters herein contained and reserves 
the right to issue further orders as the 
circumstances may require. 
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NEW YORK PUBLIC SERVICE COMMISSION 


NEW YORK PUBLIC SERVICE COMMISSION 


Re New York Water Service Corporation 


Case 17046 
January 11, 1955 


| eons on commission motion as to rates and charges 
of water company; amortization of profit on sale of storage 
facilities prescribed. 


Accounting, § 30.2 — Amortization of profits on sale of properties — Water com- 


pany. 


A water company was authorized to spread the profit from the sale of certain 
storage facilities over a 17-year period by transferring such profit from its 
surplus accounts to a reserve account, each year amortizing one-seventeenth 
against depreciation accruals charged to operations. 


By the Commission: The examin- 
er has used three methods of comput- 
ing rate base. This is in accord with 
previous instructions of the commis- 
sion. The consideration of alternate 
methods makes the preparation and 
hearing of any case unnecessarily 
cumbersome. The commission is of 
the opinion that for rate purposes in 
this particular case the so-called “B” 
method, that is, spreading the profit 
of the sale of the storage facilities 
over a period of seventeen years, is 
the most equitable method of meeting 
the problem. 

The company should transfer the 
amount of such profit from its surplus 
accounts to a reserve account and in 
each year in the future amortize one- 
seventeenth against its depreciation ac- 
cruals which are charged to operations. 


The company, in its brief addressed 
to the commission, stresses that certain 
fees paid accountants and tax consult- 
ants should be allowed as operating 
costs to be allocated against this partic- 
ular property. While there is no ques- 
tion as to the amount paid, it is far 
from clear what portion of the total 
fee paid is, so far as this company is 
concerned, assignable to this particular 
property and what portion of the fee 
might be more properly claimed as a 
capital expenditure by the owner. 
However, whether the fee is allowed 
in whole or in part would make no 
difference in the determination in this 
case. 

The commission has reviewed the 
examiner’s opinion and concurs in the 
end result. 
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Rolled copper contact shoes carry the 
current independent of sturdy beryllium alloy 
pressure-applying springs. MK-40 Switches 
take full advantage of electrical and mechan- 
ical characteristics of materials used. 





Identical contact at hinge end illus- 
trates large spring deflection. This maintains 
firm, uniform contact pressure during years 
of service. There are no other springs or 
moving contact surfaces. Metals at point of 
contact are corrosion and abrasion-resistant 
silver-to-copper. 








and benefit from all these other 
MK-40 advantages 


e Simplified, factory sealed blade operating 
mechanism which raises and twists the blade 
when opening. Develops maximum force 
where most needed. Blade is locked in both 
open and closed position. 

e These switches have the same simple basic 


design in all rated sizes: 7.5 kv to 380 kv, 
400 to 5000 amperes. 


eGreaseless non-rusting rotating insulator 
bearings. 

@ Fully adjustable operating mechanism parts 
with pipe piercing set screws to eliminate 
slippage. 





You may prefer MK-40 Air Switches 
on Contact Performance alone 





A vital feature of MK-40 switches is their contact 
efficiency. They provide safe, direct current flow with 
minimum of current interchange surfaces. They 
retain uniform contact pressure throughout years of 
service. They readily withstand year-round weather 
and corrosive atmospheric conditions. They permit 
visual inspection and easy maintenance. 

Contacts are high pressure silver-to-copper at both 
ends of the tubular blade. This logically, simply elim- 
inates flexible shunts. Silver-to-copper resists corro- 
sion and abrasion. Rolled or drawn sections, used 
throughout blade and contact assembly, are excellent 
heat conductors. They have ample volume to carry 
away heat generated under short circuits—for effi- 
ciency and safety. 

The same basic contact design is proved in service 
on all DELTA-STAR MK-40 Switches—from 400 to 
5000 amperes and from 7.5 to 380 kv. They will 
prove their special value to you. 


When you want the best in high voltage switches specify the MK-40 





) 


ELTA-STAR ELECTRIC DIVISION 





HKP 


|. K. PORTER COMPANY, INC. 


40 wOISIAIG W 








2437 Fulton Street ° 








H. K. PORTER COMPANY, INC. 


OF PITTSBURGH 


Chicago 12, Illinois 
District Offices in Principal Cities 















7. 


Its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Twofold Benefits From The 


Analysts Journal 



















C. 
Its advertising pages provide a means of putting your stor 

i. § p § P e p i § y y CAR 
across to the Analysts. There is no more direct and effec- appoi 
tive way to contact this influential group of investment og 
specialists than to advertise in their own quarterly Journal. Hots 
Th 

work 
To Keep Abreast of Investment Markets ag, 
Mr. P 
READ THE ANALYSTS JOURNAL , 
B ferrec 

. 

& 

of th 
tion s¢ 
To Keep Investment Markets Abreast of Your Company depar 
ager ¢ 
ADVERTISE IN THE ANALYSTS JOURNAL = 
PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS Mie 
REC] 

nical 
THE ANALYSTS JOURNAL 4401 -: 
20 Broad Street, Room #908 2 
New York 5, N. Y. 150th 
Gentlemen: The 
40)1-] 

() Please enter my subscription for one year at the subscription rate of from 


$5.00—United States; $5.50—Canada. 


[] Please send me your advertising brochure. 
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Westinghouse Names 
C. V. Roseberry Head of New 
Sales Department 


CARROLL V. Roseberry has been 
appointed manager of the newly- 
formed electric utility and transporta- 
tion sales department of Westing 
house Electric Corporation. 

The new department will carry on 
work done previously by the electric 
utility sales department, headed by 
Mr. Roseberry, and the transportation 
sales department, except that major 
aviation activities have been trans- 
ferred to the defense products group. 

C. F. Sponsler, formerly manager 
of the marine and land transporta- 
tion section of the transportation sales 
department, has been appointed man- 
ager of the transportation section of 
the new department. 


Holan Folder Describes New 


Portable Mechanical Earth Borer 
RECENTLY released is a new tech- 
nical 4-page, 2-color folder (No. 
4401-M) describing the new portable 
mechanical earth borer developed by 
J. H. Holan Corporation, 4100 West 
150th street, Cleveland 11, Ohio. 

The borer, known as Model 
1-M, is driven by power take-off 
from the truck transmission and is 
supported by winch line and derrick. 
Photographs of the unit in action, a 
lescription of its mechanical features, 
md a diagram of the drive linkage 
helps power and telephone utility en- 
Bineers visualize the function of the 
ligger on their present equipment. 
















| Cincinnati Gas & Elec. Plans 
$17,700,000 Program 
AINCINNATI Gas & Electric Com- 
pany’s construction expenditures in 
1954 totaled $30,304,000. I-xpendi- 
ures for 1955 are estimated at $17,- 
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the gas department. 


Southern Nevada Power 
Continues Expansion Program 
SOUTHERN Nevada Power Com- 
pany estimates that its gross property 
additions this year will amount to $7,- 
700,000. While it has not yet pre- 
pared a construction budget for 1956, 
it anticipates that $7,200,000 will be 
spent on an additional generating unit 
—of 60,000 kw capacity—at its Clark 
station and $1,800,000 on transmis- 

sion and distribution facilities. 


General Telephone System Has 
$78,000,000 Program 


GENERAL Telephone System has 
budgeted a record $78,000,000 for ex- 
pansion in 1955, according to Donald 
C. Power, president. Continued em- 
phasis on conversion to dial operation, 
now 75 per cent of General's total tele- 
phones, plus new buildings and addi- 
tions to plant facilities and equipment, 
are the major items. 

General Telephone System will have 


a total plant investment of more than 


$500,000,000 by the second quarter of 
1955. This is an increase of $230,000,- 
000 in less than five years. 

Total telephones in service for Gen- 
eral Telephone System companies to 
taled 1,804,013, as of December 31, 
1954, a gain of 123,569 for 1954. 


$41,300,000 Program Proposed 
By Florida Power & Light 


ILORIDA Power & Light Compa- 
ny’s directors recently approved a rec- 
ord $41,300,000 construction budget 
for 1955. It will carry the company’s 
postwar expansion outlay past the 
quarter-billion mark. 

A 140,000-kilowatt unit is due for 





Industrial Progress 


700,000 including $12,700,000 for the 
electric department and $5,000,000 for 


completion this year at the Cutler plant 
south of Miami. An 80,000-kw unit 
under construction at Palatka will be 
ready for use next year. Work will 
begin this year on two 140,000-kw 
units in South Florida, for completion 
in 1956 and 1957. 


Ebasco Services Announces 
New Appointments 


Il’. C. GARDNER, president of Ebas- 
co Services Incorporated, has an- 
nounced the appointments of W. C. 
Stratton as assistant to the engineer- 
ing manager, and E. L. Seeland as 
superintendent of design. 

Since joining Ebasco in 1945, Mr. 
Stratton has been civil engineer in the 
New York office and a staff consultant 
in the Washington office of the engi- 
neering, construction and _ business 
consulting firm. From August, 1953 
to December, 1954, he held the post 
of superintendent of design, with 
headquarters in New York. 

Mr. Seeland joined Ebasco in 1947 
as a structural engineer and has been 
assigned to many of the firm’s proj- 
ects. For six years prior to becoming 
associated with Ebasco, Mr. Seeland 
was with the U. S. Army Corps of 
Engineers, in charge of construction 
activities in seven Southern states and 
later, the United Kingdom. 


California Electric Power 
Plans $11,500,000 Program 


CALIFORNIA Electric Power Com- 
pany has earmarked more than $11,- 
500,000 for construction of new fa- 
cilities during 1955, President Albert 
Cage announced recently. 

The biggest single item is $3,746,400 
for completion of a fourth unit for 
the steam electric generating plant at 
Highgrove, near Riverside. 

Another large budget item is $2,- 

(Continued on page 28) 


27 








“We've had 17 years of excellent performance 
on 500 jobs by Clevelands,” says 9-time owner 


FRANK BEACH, General Engineer- 
ing Contractor of Concord, Calif. 
bought his first Cleveland in 1937. 
Since then he has bought 8 more 
Clevelands and has done over 500 
trenching jobs of all kinds with 
them. Mr. Beach uses only one word 
to comment on the performance of 
his Clevelands —“Excellent.” 


Shown above is one of two Cleve- 
lands he used to cut 7,000 feet of 
trench, 2 feet wide by 412 to 51% 
feet deep, for the relocation of a 
6-inch domestic water line for the 
city of Martinez, Calif. in the 
Pleasant Hill area of Contra Costa 
County, in rough-graded terrain 
and adobe soil. 

The job called for some careful, 


accurate, stop-and-go digging along- 
side an existing 6-inch transite 


water line. In conditions like these, 
where a trencher must pick its way 
through numerous obstructions, 
Cleveland’s famous multi-speed 
transmission, providing more than 
30 useful digging speeds—always 
under finger tip control by the 
operator—was a big advantage. 


Equally important for profitable 
trenching operations are the many 
other recognized advantages of 
Clevelands. Full-crawler maneuver- 
ability, compactness, versatility, 
dependability, fast, safe portability 
—these are just a few of the many 
reasons why Clevelands will give 
you the same excellent performance 
they have given Frank Beach for 
over 17 years. And they’re.... 


Good & Everywhere. 


Write for Full Line Cleveland Bulletin or see your Local Distributor 


THE CLEVELAND TRENCHER COMPANY © 20100 St. Clair Ave., Cleveland 17, Ohio 








CLEVELAND 














| Heath Tree 


INDUSTRIAL PROGRESS 
(Continued ) 


000,000 for building of a new head- 
quarters, probably to be built in the 
Riverside area. 

Other planned construction includes 
new lines, new substations, expansion 
of existing substations, modernization 
of lines and production facilities. 


Waldo McC. McKee Named 
Sales Manager of 
M. W. Kellogg Company 


WALDO McC. Mckee has been ap- 


pointed sales manager of the Fabri- 


cated Products Division of The M. W. 
Kellogg Company, a subsidiary of 
Pullman Incorporated. He has been 
assistant sales manager of this depart- 
ment since 1944. A mechanical engi- 
neer, Mr. McKee joined the M. W, 
Kellogg Company in 1928 and, since 
then, has been closely associated with 
the commercial development and the 
design, fabrication and erection of 
high pressure, high temperature povw- 
er plant piping and welded pressur 


| vessels. 


Heath Tree Appointment 
MILTON W. Heath, president of 


Service, Inc., has an- 


| nounced the promotion of Charles A. 


Heath to the position of vice presi- 
dent and manager of the corporation. 
The latter will continue to have his 
headquarters at the midwestern offices 
of Heath Tree Service, Inc. and 


| Heath Survey Consultants, Inc. in 





Richmond, Michigan. 


Power Lines and Equipment to 
Get Atomic Explosion Tests 


THE effects of an atomic explosion 
on electric service lines and other elec- 
tric equipment will be tested in Aprilat 
the Nevada Test Site, according to 
Harold Quinton, president of the Edi- 
son Electric Institute. 

The invitation to participate in the 
atomic test was extended to the Insti- 
tute by the Federal Civil Defense Ad- 
ministration under whose direction the 
test will be made. 

The Bechtel Corporation of San 
Francisco, California, has been en- 


‘gaged by the Edison Electric Institute 


to carry out the engineering construc 
tion supervision of the electric struc- 
tures for the test. 

Data from the test is expected to 
provide valuable information to elec 
tric utility designers and operating en- 
gineers in their civil defense studies 
and planning. 

This test is expected to indicate rela- 

(Continued on page 30) 
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Any electric utility company 


with peak and/or seasonal demands that strain existing facilities, 


should consider this: 


General Motors Electro-Mobile Power may be purchased for 
single or multiple applications—to fit the KW. needs—requiring no 


greater an investment than present power demands justify. 


The capital investment in Electro-Mobile Power is far less than 


that of a steam installation for low load factor uses. 


The fixed charges on Electro-Mobile Power units are materially 


less than those of any alternate power source. 


line loss is reduced to a small fraction by placing this flexible 


Electro-Mobile equipment at the point of need. 


The equipment is designed to be moved from site to site 


with negligible cost in time or money. 


Write for simple formula explaining invest- 


ment advantages of Electro-Mobile Power: 


ELEcTRO-MoTIVE DIVISION | 


GENERAL MOTORS * LA GRANGE, ILLINOIS G 


Rail car, truck trailer 
and portable units— 
350 to 1,000 KW. 

















Sold and serviced directly through a manufacturer's organization. Electro-Motive Division 
offices located in: New York City, Chicago, Jacksonville, St. Louis and San Francisco. 


MARCH 17, 1955—PUBLIC UTILITIES FORTNIGHTLY 29 


XUM 








INDUSTRIAL PROGRESS—( Continued) 


tive vulnerability of electric system 
parts to atomic blast, and the nature 
of repair problems in the event of an 
attack. Additionally the test is expect- 
ed to provide data for estimating the 
extent of damage that would occur to 
electric facilities in so-called fringe 
areas of destruction where restoration 
of service by electric utilities for 
homes, factories and the rehabilita- 
tion effort would be of urgent im- 
portance after an atomic explosion. 
To obtain the desired information 
duplicate installations at different dis- 
tances from the test explosion and out- 
side the area of total destruction will 
be constructed. Each installation is 
based on a transformer substation of 
the kind found in most communities. 
On one side of the transformer sub- 
station will be typical transmission 
lines and towers. On the other side 
will be typical power pole wiring with 
associated pole transformers and other 
equipment. Power lines will run from 





the poles to some of the houses being 
tested by the FCDA. Each system will 
be in working order and will be tested 
for operation before and after the 
blast. Parts of the system will be en- 
ergized during the detonation. Results 
of the test will be studied and analyzed 
by a committee of engineering experts. 


Texas Gas Transmission Plans 


To Increase Facilities 
TEXAS Gas Transmission Corp., 
Owensboro, Kentucky, has asked the 
Federal Power Commission for per- 
mission to add $17,500,000 worth of 
new natural gas transmission facilities 
to its existing system in five states. 

The company’s project calls for 
construction of 207 miles of pipeline 
and the addition of 22,600 horsepower 
in compressor capacity to the firm’s 
system in Louisiana, Mississippi, Ten- 
nessee, Kentucky and Indiana. The 
new equipment would be used for 


pumping bigger supplies of gas to 
present customers. 

Approximately 90 miles of the pro- 
posed new pipeline would parallel sec- 
tions of Texas Gas’ existing system, 
The rest would form a new “lateral” 
to serve Indiana Gas & Water Co., In- 
dianapolis, a customer. 


Large Expansion Planned for 
Alabama Power 


AN investment of $80,000,000 with a 
large portion of it in further develop- 
ment of the Coosa river by the Ala- 
bama Power Company is planned for 
1955 by the Southern Company. 

A. E. Yates, chairman of the board 
of Southern, said the new investment 
represents an increase of more than 
$3,000,000 over the 1954 construction 
expenditures. 

Mr. Yates said 1955 will mark the 
beginning by the Alabama Power 

(Continued on page 32) 
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This advertisement is not an offer to sell or a solicitation of an offer to buy these securities. 


New Issue 


The offering is made only by the Prospectus. 


$17,000,000 


Texas Electric Service Company 


First Mortgage Bonds, 344% Series due 1985 


Dated March 1, 1955 


Due March 1, 1985 


Price 102.127% and accrued interest 





Copies of the Prospectus may be obtained from such of the undersigned 
and others as are qualified to act as dealers in securities in this State. 


Coffin & Burr 


Incorporated 


Stroud & Company 


Incorporated 


McDonald & Company 


Union Securities Corporation 


A. G. Becker & Co. 


Incorporated 


Johnston, Lemon & Co. 


Swiss American Corporation 


J. Barth & Co. 


Indianapolis Bond and Share Corporation Singer, Deane & Scribner 
Francis I.duPont&Co. Granbery,Marache&Co. TheOhioCompany 


February 24, 1955 
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You may find 


a fresh approach... 


Tackling utility company problems daily .. . 
maintaining close and continued contact with 
the financial world gives us an understanding 
of the complex field of utility financing and 
investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at Digby 
43500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET . NEW YORK 15, N. Y. 


Capital Funds over $123,000,000 Total Resources over $1,400,000,000 


Wituram N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department—Joun F. Cuitps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Company of a plan for the further de- 
velopment of the Coosa, Over a 10- 
year period the program will cost 


about $100,000,000. 


A-C Releases New Type Central 
Station Steam Turbine 
Arrangement Bulletin 

ADVANTAGES of close-c« mupled de- 

sign, pioneered by Allis-Chalmers, to 

reduce the floor area of high capability 
cross-compound reheat steam turbine 
generator units is discussed in a new 
eight- renee bulletin released by A\llis- 


INDUSTRIAL PROGRESS—( Continued) 


Chalmers Manufacturing Company. 

In this design, high and intermedi- 
ate pressure turbines operate at 3600 
rpm and a short “cross-under” con- 
ducts steam from the intermediate 
pressure turbine to the low pressure 
1800-rpm machine. Reheat is between 
the high and the intermediate pressure 
turbines. The entire unit requires a 
single foundation. 

The bulletin is authorized by C. D. 
Wilson, engineer-in-charge of steam 
turbine design at Allis-Chalmers. 

Copies of the bulletin, 03R8221, are 
available ree from Allis-Chalm- 
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III] This announcement is under no circumstances to be construed as an offer to 
s a solicitation of an offer to buy any of these securities. 
is made only by the Prospectus. 


| 505,000 Shares 
| Carolina Power & Light Company 


Common Stock 
(Without Par Value) 


| 
| Price $24.50 per Share 
} 


The Prospectus may be obtained in any State in which this announce- 
ment is circulated from only such of the undersigned or other 
dealers or brokers as may lawfully offer these securities in such State. 


February 25, 1955 

















Merrill Lynch, Pierce, Fenner & Beane R. S. Dickson & Company 
Blyth & Co., Inc. The First Boston Corporation Goldman, Sachs & Co. ||} 
Kidder, Peabody & Co. Smith, Barney & Co. White, Weld & Co. 
| A. C. Allyn aad Company Bear, Stearns & Co. Carolina Securities Corporation 
| Central Republic Company Clark, Dodge & Co. Drexel & Co. 
Hornblower & Weeks W. C. Langley & Co. Laurence M. Marks & Co. 
Paine, Webber, Jackson & Curtis G. H. Walker & Co. 


























ers Manufacturing Company, 965 §, 
70th Street, Milwaukee, Wisconsin. 


Public Service Elec. & Gas to 
Spend $90,000,000 in 1955 
PUBLIC Service Electric and Gas 
Company made expenditures for elec- 
tric and gas plant additions and im- 
provements last year amounting to 
$88,677,757, the largest amount in any 
one year in the history of the com- 
pany according to the company’s an- 
nual report, just issued. The com- 
pany’s construction program as of De- 
cember 31, 1954, amounted to ap- 
proximately $200,000,000. It is esti- 
mated that about $90,000,000 will bet 
expended in 1955 and the balance in 
subsequent years. 

A substantial part of the cost of thel 
present construction program is ap- 
plicable to the proposed new Lindenj 
generating station. Preparation of the 
site for construction of this new sta4 
tion was begun last year. Initially, thel 
new Linden generating station will] 
have two turbine-generator units off 
225,000-kilowatt capacity each. ; 


Bell Tel. of Pa. Has 

$89,900,000 Program 
THE Bell Telephone Company of 
Pennsylvania spent $87,892,000 on a 
construction program last year—the 
largest expansion outlay in the com- 
pany’s history—and plans to spend 
$89,900,000 this year. 

The investment for each new tele- 
phone during the past year has been 
$466. The average plant investment | 
per telephone for all telephones in 
service increased from $241.27 to d 
$250.76 in 1954. 





































Westinghouse Steam Division 
Doubles Productive Capacity r 
COMPLETION of Westinghouse 


I:lectric Corporation’s $32,000,000 ex- | Low 
pansion program at its Steam Divi- | flea 
sion, South Philadelphia, Pa., has ]@-E 
more than doubled the division’s pro- | kvar 
ductive capacity for steam turbines and | Most 
associated equipment. In addition to }Pet k 
the division’s greatly expanded manu- |_ Th 
facturing and testing facilities now | th 
available, a new $6,000,000 steam- and oe 
ve 


gas-turbine research and development 
laboratory has been completed. 

In citing the need for the new fa- 
cilities, W. C. Rowland, vice president 
and manager of the Steam Division, 
pointed out that since the turn of the 
century, the electric utility industry 
has nearly doubled its generating ca- 


(Continued on page 34) 
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L 
MOUNT IN ANY POSITION, bushings up 


or down, on the pole or on the crossarm, 
terminals are readily accessible. 


SEPARATE GROUND STUD, available on 
both the 3- and 5-kvar units, is easily 
reached, simplifies grounding connections. 


General Electric 5-kvar, 
240-volt residential secondary capacitor 


New unit provides more kvar at lower cost 


to meet increasing demands of low power-factor residential loads 


Lower cost, improved voltage, reduced losses, and 
teleased capacity, can now be obtained with the new, 
G-E 5-kvar residential secondary capacitor. One 5- 
kvar unit can be substituted for two 3-kvar units in 
most cases, thus lowering the total installed cost 
per kvar. 

The new 5-kvar unit can be mounted on the pole, 
on the crossarm or on brackets, with bushings up or 
down. A separate ground stud, on both the three and 
five kvar units simplifies grounding connections. 


The new 5-kvar unit employs all-temperature 
Pyranol* dielectric. Synthetic rubber bird caps are 
supplied on the bushings. In addition, an insulated 
lead and a properly rated fuse-lead are shipped with 
each capacitor. 

For more information on the new G-E 5-kvar resi- 
dential secondary capacitor, contact your G-E Ap- 
paratus Sales Representative or write for Bulletin 
GEA-6186 to Section 441-11, General Electric Co., 
Schenectady 5, N. Y. 


*Reg. trade-mark of General Electric Company. 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 
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pacity ever 10 years. The continuing 
rapid growth of the industry, he added, 
has called for greatly increased pro- 
duction of generating apparatus, both 
in number of units, and in unit sizes. 
With the new expansion the division 
has increased eight-fold its productive 
capacity for steam turbines in sizes 
from 10,000 to 20,000 kilowatts. In 
the large sizes, the capacity will be 
more than doubled. 

The expansion also provides needed 
manufacturing facilities to step up 
output of gas turbines that are now 





being used in greater numbers to spin 
power generators and drive compres- 
sors on natural gas lines. 

The research and development labo- 
ratory will provide the means for in- 
tensive investigation of many of the 
problems that currently prevent ma- 
jor advances in design of steam and 
gas turbines. Separate and complete 
facilities are provided in the new labo- 
ratory for investigation of a multi- 
tude of hydraulic, heat exchange, me- 
chanical, aerodynamic, and combus- 
tion problems. 
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ale. The offer is 


This is not an offer of these Securities for s« 


210,053 Shares* 


South Carolina Electric & Gas Company 


made only by the Prospectus. 





Common Stock 


(Par Value $4.50 Per Share) 


*The Company has issued Warrants, expiring on March 10, 1955, to holders of 
} its Common Stock evidencing rights to subscribe for these shares at the rate of 1 
} share for each 15 shares held of record at the close of business on February 24, 
; 1955, with the privilege of subscribing for additional shares subject to allotment, 
| as more fully set forth in the Prospectus. ; 


Subscription price to Warrant Holders 
$17.50 per Share 





The underwriters have agreed, subject to certain conditions, to purchase any un- 
ifter the subscription period may offer and sell 





subscribed shares and during and < 
shares of Common Stock as set forth in the Prospectus. 


Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the underwriters, including 
| the u nder ignead, a may Cgauy ¢ fre Yr these securities in suc A State. 


Kidder, Peabody & Co. 
Carl M. Loeb, Rhoades & Co. 
Hornblower & Weeks Wertheim & Co. 


February 25, 1955. 


























Eastman, Dillon & Co. 
White, Weld & Co. 
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Union Electric of Mo. to 
Build $35,000,000 Unit 


UNION Electric Company of Mis- 
souri will build a $35,000,000 generat- 
ing unit at its Meramec plant, about 
12 miles south of St. Louis. 

The unit will be the third section at 
the plant. It will house a turbogenera- 
tor with a maximum capacity of 200,- 
000 to 250,000 kilowatts. The gen- 
erator was ordered recently from Gen- 
eral Electric Company. When the new 
section goes into operation, sometime 
in 1958, it will boost the total gen- 
erating capacity of the Union Electric 
system by about 15 per cent. 


Water Supply and Plant 
Efficiency 


COMMERCIAL producers wishing 
to take advantage of some recent find- 
ings of Government-sponsored re- 
search into the influence of climate and 
water supply on industrial efficiency 
will be interested in a report recently 
released by the Office of Technical 
Services, Department of Commerce. 

Of particular interest to industries 
having great water requirements, or 
operating in regions having extremely 
hot, cold, or dry climates, this report 
discusses the industrial installations 
economically feasible in such areas, 
modifications in technological proc- 
esses and equipment which minimize 
plant water requirements, and recom- 
mended conservation measures, in- 
cluding many already tested in specific 
plants. 

Examined in detail are the require- 
ments and best probable plant loca- 
tions of the following industries: pe- 
troleum refining, rubber, iron and 
steel, transportation equipment, ma- 
chinery and tools, and power plants. 

A major portion of the volume in- 
vestigates and analyzes water re- 
sources, the development, distribution 
and handling of water, and the effects 
on water supply of extreme climatic 
conditions, topography, natural vege- 
tation, and geological factors. Findings 
are portrayed in graphs, charts and 
maps, and the report includes refer- 
ence sources. 

Order PB 111454, Climatic Criteria 
Defining Efficiency Limits for Certain 
Industrial Activities: Section 4a, 
Water Supply. 165 pages. $3.00. 
Available from OTS, U. S. Depart- 
ment of Commerce, Washington 25, 
D. C. (Room 6227, Commerce Build- 
ing.) Make check payable to the Office 
of Technical Services. 

(Continued on page 36) 
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Dayton Power & Light Sets New Records 
In All Phases of Operations 


THE establishment of new records in all phases of its 
operations and a forecast of continued growth in 1955 
are the highlights of The Dayton Power and Light 
Company’s annual report released recently. 

During the year, the company added 8,900 new elec- 
tric and 7,500 new gas customers. Over 16,000 cus- 
tomers added gas for space heating. The average annual 
residential consumption of electricity rose to 2,634 kilo- 
watt hours. This is considerably above the national 
average, and is more than twice the DP&L average use 
of ten years ago when the figures stood at 1,167 kilowatt 
hours. 

Discussing the company’s electric construction pro- 
gram, Mr. Kenneth C. Long, president, pointed out that 
1954 was a “breather.” He said that after seven 
years of intensive effort to stay ahead, the company’s 
construction program tapered to an annual expenditure 
of less than $12,000,000. Continued growth, however, 
will require sizable expenditures for new electric fa- 
cilities. Present plans call for the replacement of older 
and less efficient turbines in the Frank M. Tait station 
with new units. 

All previous records for the expansion of the com- 
pany’s gas distribution system were broken in 1954. 
Nearly 115 miles of new mains were laid. The com- 
pany now has a total of 1,666 miles of gas distribution 
mains. 

A major addition to the steam production facilities 


_ EXAMINE FREE 


PUBLIC UTILITY 
ACCOUNTING 


by J. Rhoads Foster and Bernard S. Rodey, Jr. 


See Why This Book Is The Only Recognized Authority In Its 
Field. Here is a work that gives you an entire range of ma- 
terial for all regulated companies . . . enough information so 
that you can handle any phase of public utility accounting. 
Every accounting practice and procedure is covered... with 
step-by-step examples, illustrations, forms, flow charts. It 
will contribute materially to your and your company’s effi- 
ciency... with sound, practical information explained in 
‘“‘how-to-do-it’’ and ‘“‘why-to-do-it’’ terms. It explains why 
familiar accounting practices are often not usable in public 
utilities . . . tells you what established practices are... gives 
complete facts on the internal auditor .. . shows how to set up 
internal checks and controls, how to organize a controller’s 
department. No wonder this book is used as a basic text in 
supervisory training courses in more than 10 utilities. 








The book blueprints accounting control, the principal means used by the 
government to achieve regulation of prices and _ services. Every  pro- 
cedure is charted and described for sales, accounts receivable and payable, 
materials and supplies, etc. Every time a form or procedure is mentioned, 
you can see it by original diagrams, never previously used outside the reports 
of industry association committees. 


10-DAY FREE TRIAL. Send no money now, Just fill in coupon and mail. 
When book arrives, inspect it for 10 days free. When you're satisfied PUBLIC 
UTILITY ACCOUNTING will clarify and simplify your work, send just $10.00, 
plus small postage . . . or simply return book with no explanation or obligation. 








Prentice-Hall, Inc., Dept. M-PU-355 | 
Englewood Cliffs, New Jersey | 
Rush me for 10 days’ free examination and use, PUBLIC UTILITY ACCOUNT- | 
ING. At the end of that time I will either keep book and remit $10.60 plus 
postage and shipping, or will return book without obligation. | 
PE eee eee ere aioe a oce ahi eWkh anne inaiswonesdeabunbesraosucssanees | 
eee eRe IG bees crude aencab bia seecdeeneds pkeciekbeb ees te | 
is SePULUChe On Cale i Oar cee LacecnGSatbakwReses ensue bss ienehan bbewne es : 
WE PAY POSTAGE if you send money with coupon | 
me ame ae aoe ee ee ee ee ee ee ee ee ee ee al 
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was completed in 1954. This was an additional boiler 
at the Longworth street station with a capacity of 250,- 
000 pounds of steam per hour and at a cost of $1,400,900, 


Delta-Star Announces New Line of Cable Troughs 
For Insulated Power and Control Cables 


A NEW complete line of cable troughs for supporting 
control and power cables, and instrument piping, known 
as Uni-Tray Cable-Way has been announced by the 
Delta-Star Electric Division H. K. Porter Company, 
Inc. of Pittsburgh. 

Now being manufactured in a complete line of stand- 
ardized sections, covers and fittings, these new cable- 
ways are available in widths of 3-, 6-, 9-, 12-, 18-, and 
24 inches, 3” deep and in standard lengths of 10 feet, in 
hot-dip galvanized steel or aluminum. 

Among the important features of this new product is 
complete standardization, longer straight sections than 
formerly available, and a wide variety of fittings to 
make any change of direction, or offset, in either the 
horizontal or vertical planes. Constructed of ? in. dia- 
mond 9-11 gauge flattened expanded metal, to provide 
maximum ventilation, current ratings of installed con- 
ductors are improved, water and dirt cannot collect in 
the cable-way. Their high strength to weight ratio as- 
sures easy and economical installation. 


G-E Bulletin Describes New Series of 

High-Capacity, High-Voltage Circuit Breakers 
A NEW series of high-capacity steel-clad impulse oil 
circuit breakers in ratings of 138 KV, 161 KV, 230 
KV and 330 KV are described in a new G-E bulletin. 
330 KV unit, largest ever built, is now offered in the 
company’s regular switchgear line. Advantages of “lens- 
shape,” simplification of shipping, installation and main- 
tenance, dimensions, accessories, and cross sections are 
covered in the 16-page publication. Included on back 
page is a list of bulletins on equipment ranging from com- 
plete outdoor stations to reclosers for rural lines. Re- 
quests for bulletin GEA-6157 should be addressed to 
General Electric Company, Schenectady 5, New York. 


"World's Tallest" Chimneys for 

Indiana-Kentucky Electric 
THREE chimneys, reaching what is said to be a world 
record-breaking height of 707 ft. above foundations, 
will soon be completed for the Indiana-Kentucky Elec- 
tric Corp., a subsidiary of the Ohio Valley Electric 
Corp., near Madison, Ind. Towering nearly 100 ft. over 
the previous known high, the chimneys are part of the 
Clifty Creek generating plant that is being built to 
feed power to the Atomic Energy Commission’s vast 
Portsmouth Area Project near Portsmouth, Ohio. 
Custodis Construction Co. of New York and Chicago 
designed and constructed the chimneys. 

Smoke enters the chimney through a flue above a solid 
interior slab 150 ft. above the base of the chimney. 
Space below the slab is divided into room for such power 
house facilities as bomb shelter, offices, water tanks and 
cable and control rooms. 

Constructed of reinforced concrete, the chimneys 
taper from a 64 ft. outside diameter at the base to 17 
ft. at the top 

M. W. Kellogg Company is the contractor for chim- 
neys on a similar power plant being constructed at 
Cheshire, Ohio. 
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Less heat waste 































Less surface area, less heat lost is 

. rdinary 
Rounded exclusive Power-Dome com- Dodge avoids vr ignition 
bustion chamber has less surface area power- 


than irregular chambers. Thus less 






heat is dissipated into cooling system, Stealing 
more heat is utilized within the cham- 
ber to expand gases more fully, give hot spots 
reater thrust to piston. 
, : Power-Dome __Pre-ignition Fa 
combustion from carbon 









chambers are “hot spots” 
rounded, have 

no corners or pockets in which carbon 
deposits can build up. Such deposits 
become red-hot, pre-ignite the fuel-air 
mixture, cause engine knock and loss 
of power, lead to costly repairs. 










Short flame travel, 
better valving 







Ordinary 
V-8 V-8 







With Power-Dome combus- 
tion chambers, the spark 
plugs are located at or near 
the center. Thus the flame 
has a shorter distance to 
travel, combustion is more 
even. Large unrestricted 
valves mean better “‘breath- 
ing” and greater efficiency. 













How you 
get more powe 
uce [eee gae with 











Truck owners everywhere report more power and less fuel 
consumption with new Dodge Truck Power-Dome V-8 
engines. AAA-supervised tests proved the power of Dodge 
Truck V-8’s in a history-making Pikes Peak climb. . . 
proved the economy of Dodge Truck V-8’s in a sensational 
22-mile-per-gallon Economy Run. 

Look at the pictures and captions shown on this page— 
then, for further details and an eye-opening road test, see 
your dependable Dodge Truck dealer! 


DODGE ‘é}u:c TRUCKS 


PRODUCT OF CHRYSLER CORPORATION 




















PRINCIPLES OF PUBLIC UTILITY 
REGULATION 


Principles of ( 1 9 41) 


Public Utility Regulation 
Webber ’ es 
“| by A. C. Webber 


(Former Chairman, Massachusetts Department of Public Utilities) 





Here are the frank confessions of a commic- 
sioner whose aim has been to coordinate the 
public administration of the regulatory law 
with the private conduct of the utility business 


so as to encourage confidence and good will in 





— the domain of both the investor and consumer. 





Included are discussions of vital questions, such as: 


- - - Taxes in Relation to Rates 


- - - Higher Operating Costs in Relation to 
the Consumer and Utility Stockholder 


- - - The Reproduction Cost Rule 
- - - Inflation and Utility Rates 


- - - Rates of Public Service Corporations 
and Other Price Levels 

- - - Constitutional Safeguards Insuring Rea- 
sonable and Just Compensation for Public 
Utility Property Devoted to Public Service 


Concise Supplementary Text Referring to Important Principles of 
Public Utility Regulation with Annotations 





PUBLIC UTILITIES REPORTS, INC. 


MUNSEY BUILDING WASHINGTON 4, D. C. 




















MARC 

















PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tue American Aprpraisat Company 


ORIGINAL COST STUDIES e VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 
Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 
28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 








DAY & ZIMMERMANN. INC. 
ENGINEERS 


NEW YORK PHILADELPHIA CHICAGO 





DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








CG fv % Standby 
3 Oe % Augmentation 
%*% 100% Town Supply 


Engineering « Construction 





PROPANE PLANTS 


Design ¢ 


1D) <0,0.62 & TOWNSEND 11° WEST 42ND STREET NEW YORK 36,N. Y. 


aTE oO 





'm¢ © 8 CO 





THE FLUOR CORPORATION, LTD. 


Engineers * Constructors * Manufacturers 
LOS ANGELES 22, CALIFORNIA 
Builders of steam generating and hydro-electric power plants 
New York ¢ Chicago e Houston ¢ San Francisco ¢ Tulsa « Philadelphia ¢ Toronto ¢ Calgary « Denver 
Associated with SINGMASTER & BREYER, INC., New York City, N.Y. 
H. G. ACRES COMPANY, LTD., Niagara Falls, Ontario 











(Professional Directory Continued on Next Page) 
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£2 Ford, Bacon & Davis 
BED) vavarion Engineers cousrtveron 


NEW YORK @ CHICAGO e@ LOS ANGELES 














GIBBS & HILL Ino. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK—LOS ANGELES 
INDIANAPOLIS—SAN ANTONIO 

















ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
FOUNDED 1906 READING, PA. 


@ WASHINGTON @ PHILADELPHIA @ NEW YORK 


GA GILBERT ASSOCIATES, INC. 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studres 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 

















CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 














GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 
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HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE e COLUMBUS, OHIO 

















JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











Taek uljian Coyporadion 


EN G INE’ ERS a CONSTRUCT GeRe 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21,PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
a Utility Management Consultants Specializing in REGULATORY 
WATER ~ COST ANALYSIS MPROBLEMS 
for past 35 years 
Send for brochure: ''The Value of Cost Analysis to Management"’ 














N. A. LOUGEE & COMPANY 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 

120 Broadway New York 











MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 





Organization * Corporate Practices * Accounting * Budgeting * Financing * Taxes * Stock Transfer * Appraisals * Valuati ° E i 
Analysis * Cost of Money Studies * Depreciation Studies * Engineering * System Planning ¢ Industrial Engineering * New Business Rates ¢ Pricing 
Sales and Marketing * Safety * Insurance * Pensions * Employee Welfare * Public Relations * Advertising * Personnel * Industrial Relations 


20 NORTH WACKER DRIVE e CHICAGO 6, ILLINOIS 
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SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 








CHICAGO 4, ILLINOIS 





231 SOUTH LA SALLE STREET 



















Complete Services for Gas 


Industry’s a 4 and Electric Utilities * Designing 
Partner ¢ 13-F.PVICCHALA & Co. ““tncineering « Construction 

¢ Alterations « Expansions 

for Progress a eS ee * Modernization Surveys Plans 

¢ Piping « Equipment * Steam 


} Dept. 415, 210W. 10th St., Kansas City5,Mo, oF Diesel Power Plants 


ad 















SANDERSON & PORTER 


ENGINEERS & 
AND 


CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 

















The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
for Public Utili 
REPORTS — VALUATIONS Coutneiien ar Trends 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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Abrams Aerial Survey Corporation 


PHOTOG RAMMETRIC ENGINEERS FOR MORE THAN A 
THIRD OF A CENTURY 
Aerial Photograbhy — Atlas Sheets — Mosaics — 
Plan and Topographic Mabs — Profiles — Infrared 
Photography — Photo-interpretation Instruments 


614 E. Shiawassee St. Lansing, Michigan 











LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE ST., CHICAGO 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 














LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 














ENGINEERS, CONSTRUCTION AND 
MAKMGTENANCE CONTRACTORS 
for the GAS INDUSTRY 











MINER AND MINER 


CONSULTING ENGINEERS 




















(oe. ey Gl oy. a mo) INCORPORATED 
GAS aNnp SERVICE CO. 
327 So. LaSalle St., Chicago 4, IL a COLORABO 
GANNETT FLEMING CORDDRY AND CARPENTER, INC. A. S. SCHULMAN ELEctTric Co. 


ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Invesigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 








Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 














FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 























JACKSON & MORELAND 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 
Machine Design — Technical Publications 








BOSTON NEW YORE 


Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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797 IDEAS 


From Power Salesmen 
Answering This Memo 





_ INDUSTRY 


The national magazine picturing ways to make production go up . . . costs down 





B. J. MARTIN G CO. 20 NO. WACKER DR. 
CHICAGO 6, ILL. TEL. CEntral 6-7150 


HAPPY SHEATHED - HEATER YEAR! ssalieiaibias ieee 


« 
Gers rae Hear To THE Vitae Spor” 


Here is a hot idea, given us by Frank E, Wiatt, 
Chairman of the Industrial Sales Methods’ and 
Development Committee, of the Industrial Power 
and Heating Group, Edison Electric Institute. 


This great idea was, as we said, handed to us; 
from now on it is, for hotter or cooler, 
Electrified Industry's baby. 


We are to run a national contest among power 
company people for a theme or slogan to be 
used by the industry in direct mail and other 
promotion of sheathed electric heaters. 

Send yours int To us. 








To win $250 a power man needs only to 











send in a slogan or theme that seems 
Cartoon at right should show Reddy with best to a group of neutral and upright 
a cartridge heater. Cartoon below is judges next fall. 
from January '55 E. I. Give us your 
| slogan -- no cartoon is needed. Meanwhile every idea that is worth con- 
= sidering gets a five dollar 
prize right now and is in 
ee lg. meee’ for the big prize late 
/ / y ‘ in 'S5. 
AN. 
No: / Y\ \ A contest, 30 years ago, 
You do not \\ \ was won with the throb: 
build a fire | iy | “Investigate Electric Heat." 
under it \ ty, J Surely you can do as well. 





Have all your men send in 
their themes for promoting 
the use of sheathed electric 
heaters. $5 right away -- 
$250 for the winner. 


Hast Wa 
yy Martin 


/ 





You order 
electric heaters 
by phone 








These ideas will help se!l more electric power. They'll im- 
Prove power companies’ net revenue. Just ask your power 
sales people—they'll know how Electrified Industry makes 
money for you. 


B. J. MARTIN & CO. 
20 NO. WACKER DRIVE 
CHICAGO 6, ILLINOIS 





What... where...is your power plant problem? 
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JERNGAMANGE RAWAL 
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CONSTRUCTION BUDGET 


FINANCIAL STRUCTURE 


LOAD FORECAST 


Get our booklet— 
no obligation ™/~. dean 
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If you can use... 


® Consulting Engineering and Power 
Plant Design Service . . . 
@ Financial Advisory Service ... 
® Stock Transfer and Dividend *\ 
Disbursement Service .. . “4 . . _t 
® Purchasing and Expediting : Pion eer Service &Enoineerino Go. 
Service... fem, me 
eo} , Rate, A ti d . ° ° 
co odes e-em dem 231 South LaSalle Street . Chicago, Illinois 
© Forecast, Load Study and Per- 
formance Analysis Service . .. 








